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NATIONAL ECONOMIC POLICY 


"JINGJI GUANLI' URGES COMMODITY CIRCULATION BASED ON ECONOMIC LAWS 


HKO11415 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT) in Chinese No 2, 
15 Feb 80 pp 2-7 


[Article by Yu Xiaogu [0151 0876 6253): "Stimulate Commodity Circulation 
by Combining Planned Adjustment With Market Adjustment" | 


[Text] Under the socialist system, how to organize circulation of ccommodi- 
ties (referring to the means of production) according to objective economi 
laws is an important theoreticel and practical question. Since the third 
plenary session of the llth Party Central Committee, many comrades engaged 
in theoretical ard practical work, basing themselves on the policy of 
readjusting, restructuring, consolidating and improving, have emancipated 
their minds, used their brains, studied the conditions and experience o*f 
commodity work at home and abroad, put forward many important suggestions 
and set off extensive discussions. This is a matter of great significance 
in raising the level of commodity management in our country. Below are 
my views on the question of how to restructure the system of commodity 
management and stimulate commodity circulation. 


The Present Svstem of Commodity Management Must Be Restructured 
The problem in commodity work is placed in a conspicuous position and has 


long been regarded as one of the “long-standing, big and difficult problems’ 
in our economy. How to solve this problem is a matter of interest to all. 


The problems posed in commodity work may basically be divided into two cate- 
gories: one category of problems is related to the source of commodities. 
Owing to the limited level of production techniques, the lack of balance 
in planning or the poor fulfillment of plans, production cannot be carried 
out according to needs. This will result in one part of the commodities 
being overstocked while the other part is in short supply. The other 
category of problems is related to the management of commodity circulation. 
Owing to the irrational circulation of commodities, goods cannot flow 
smoothly and things do not serve their proper purpose. This will result 
in the same commodities being in short supply on the one hand and over- 
stocked on the other. Problems in these two categories are often inter- 
woven. In both cases huge wastes of social productive forces are caused. 
Several years ago, on account of the disruptive activities of Lin Biao 

and the "gang of four,” the political situation was lacking in stability 


and unity and the national economy was on the brink of collapse. At that 
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time the main problem was that production plans for many products could 

not be fulfilled, This resulted in commodity distribution plans not being 
fulfilled and the supply of commodities not being insured. The so-called 
“three 80 percent" phenomenon (planned distribution was 80 percent of the 
actual needs, orders for goods were 680 percent of distribution and supplies 
were 80 percent of the orders for goods) were mainly caused by this state 
of affaire. To be sure, at that time there were other problems like the 
lack of overall balance, the failure to produce and distribute according 

to needs and the great gaps found in commodities. Since the "gang of four" 
was smashed, a political situation marked by stability and unity has pre- 
vailed throughout the country and, along with the restoration and develop- 
ment of the national economy, this state of affairs has undergone great 
changes. Since last year in particular, with the economic readjustment 
deepened, the planning links strengthened, the tension relaxed in the 
supply of some major commodities and the situation greatly changed, prob- 
lems of commodity management have come to the fore. This circumstance 

has also created conditions for fundamentally studying and solving problems 
in the system of commodity management so as to make it suit the demand 
arising from the development of productive forces. 


In restructuring the system of commodity management we must pay attention 

to summing up experiences and proceed from reality. The theoretical 

basis of our present system and method of commodity management is that 

under the socialist system the means of production are not commodities 

and can only be allocated and transferred rather than exchanged like 
commodities between the units owned by the whole people. The specific 
method of management is to divide the products of the means of production 
into three categories: commodities to be distributed under centralized 
plans; commodities to be managed by departments, and commodities to be 
managed by local authorities. The first two categories of commodities are 
to be planned by the state and are distributed, allocated and transferred 
from top to bottom. Commodities under local management are to be managed 
by local authorities or are to be produced and sold by the enterprises 
themselves. This method of management played an active part in meeting 

the important needs of the state but it had the drawback of too much and 

too rigid control. It hampered the right of enterprises to make their own 
decisions in management. Furthermore, it caused a protracted tensicn in 
commodity management in many localities. Besides, the competent depart- 
ments of various enterprises set up their own supply organizations and 
systems with the result that supply-marketing organizations were overlapping 
and warehouses were set up by every trade and at every level. Commodity 
distribution and supply links were numerous, procedures involved were 
complicated and efficiency was very low. Commodity turnover was so sluggish 
that for a long time quantities of commodities failed to serve their purpose. 
These years the state has exerted great efforts to take stock and make use 
of warehouse stocks. Some results were achieved but with the old warehouse 
stocks cleared, new commodities were overstocked. Even now warehouse stocks 
are etill piling up. This state of affairs has much to do with the failure 
to change this system of commodity management at the root and with the 
failure to take measures for organizing commodity circulation properly. 














The present system of commodity management is not suited to economic develop- 
ment and must be restructured, In this respect there is a general agree- 
ment in opinion. In past years the state did pay attention to restructuring 
the system of commodity management in some respects. In the early period 

of the 1960's, the central authorities decided to set up the Ministry of 
Commodity Management to play the role of the "Second Ministry of Commerce” 
and made experiments with fine results in organizing commodity circulation 
according to economic divisions. But the disruptive activities of Lin Biao 
and the "gang of four" hindered this restructuring. Subsequently, the 
syetem wae reetructured on many occasions but it was confined to dividing 
the prescribed rights between the central and local authorities and between 
the general and specialized departments. No attempt was made to smash the 
old confines ideologically, theoretically and with regard to system and 
method. Hence, the failure to find a correct solution. 


Combining Planned Adjustment With Market Adjustment Is a Correct Policy of 
Restructuring the System of Commodity Management 


The policy of combining planned adjustment with market adjustment is a 

correct one of restructuring the system of commodity management and stimulat- 
ing commodity circulation. By implementing this policy, we can, on the one 
hand, insure the development orientation of the national economy through 
planned state distribution of the important means of production. On the 
other, we can utilize the market method, adjust the supply-marketing relation- 
ship flexibly and promptly, remedy the defect of planned allocation and 
transfer, overcome drawbacks in the present system of commodity management, 
that is, too much and too rigid of control, and meet the needs of production- 
construction better. 





In restructuring the system, we must first of all bring the superiority of 
planned economy into play and uphold state control of important commodities. 
Ours is a socialist state which is developing a planned economy and insuring 
public ownership of the means of production. Planned economy and public 
owrerehip of the means of production will make it possible for us to bring 
the role of planning instruments into full play and develop the national 
economy with greater, faster, better and more economical results according 
to the requirement of proportionate development of various economic depart- 
ments, thereby avoiding the huge waste of production forces caused by 

blind capitalist competition. Over the past 30 years since the founding 

of the republic, despite several rises and falls in our economic construc- 
tion we have succeeded in building, on the poor and blank foundation left 
over by old China, an independent, comparatively integral industrial system 
and a national economic system. This is strong proof of the superiority 

of the socialist economy. It is also inseparable from our system of planned 
distribution of commodities. Ours is a large country with a large popula- 
tion, a backward economy and great regional differences in development 
level. We must continue to uphold the principle of »lanned economy and 
bring the role of planned adjustment into play. Capitalist countries 
generally pay attention to government intervention in economic development, 
make economic forecasts, work out immediate or long-term development plans, 
insure coordination of development among various economic departments and 
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etrengthen the planning of economic development. Entrepreneurs and govern- 
ment circles of some capitalist countries admire the ability of our state 
to direct the economic development. Why don't we bring our favorable 
condition into fuller play? Now that our country is readjusting the 
national economy, we should all the more concentrate forces to draw up 
unified plans, improve supply methods, mobilize all positive factors, 
utilize all commodity resources rationally and use limited material 
resources for the most essential purposes. Some time ago, a comrade 
suggested that enterprises should sign purchase-marketing contracts and 
organize circulation of the means of production among themselves and that 
the state, instead of controlling any kind of commodity, should let ‘he 
enterprises organize supply and marketing while confining itself to 
@llocating and transferring the balance. This method puts undue emphasis 
on enterprise efforts to dovetail supply and demand, lets the several 
hundred thousand enterprises find their own suppliers and buvers and 
throws overboard planned distribution of important commodities. This 
method will make it impossible to insure the keypoint production-construc- 
tion tasks of the state. In our opinion, this method is not a proper one. 


In restructuring our system we must attach due importance to the role of 
market adjustment. The recent discussion of the question of whether the 
means of production are commodities and whether they should enter into 

the market has broken through a forbidden area of the socialist economic 
theory and opened a new world for restructuring our system of commodity 
management. it has enabled us to have a new understanding of the signifi- 
cance of market exchanges in enlivening the socialist economy. 


If we carry out an all-round investigation into the state of commodity 
circulation in our country according to the basic principle that practice 
is the sole criterion of truth, we shall find that a market of the means 

of production exists along with the enforcement of the system of planned 
allocation and transfer of major commodities. This market came into being 
and developed along with the development of local production of coal, iron 
and steel, nonferrous metals and cement and with the development of collec- 
tive ownership and according to the objective requirements arising from 

the fact that distribution and supply of commodities had shown a gap making 
it necessary for the enterprises to "look for the commodities they need." 
The fact that two forms of circulation--namely, planned distribution and 
market exchange--existed side by side has been the reality of commodity 
circulation over the past years. They met the needs of production and 
construction and played an important part in supplementing each other. 


Several years ego, market circulation of the means of production mainly 
assumed the following forms: 1) Enterprises produced and marketed their 
own products. In addition to category-three commodities, most of which 
was produced and marketed by the enterprises themselves, a considerable 
part of the coel, iron and steel and cement produced by local enterprises, 
particularly by commune-brigade enterprises, was marketed by the producers 
themselves and was not included in the list of planned distribution. 

2) Berter activities between the enterprises. The enterprises exchanged 
their products (outside the plans) and their redundant commodities for 
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the raw and processed materials, fuels, equipment and tools they needed to 
maintain simple reproduction or enlarge reproduction. 3) Cooperation in 
producing commodities between regions. This was an important form of ex- 
changing commodities and regulating shortages and surpluses. At present, 

a considerable portion of the products for centralized distribution and 
products under department management are under local control. According 

to statistics, the following proportions of resources to the national 

output were under local control during 1978: coal, 46 percent; rolled steel, 
20 percent; timber, 19 percent; cement, 64 percent; machine tools, 65 percent, 
and motorcare, 25 percent. Except those meeting local needs, these products 
were to be exchanged between regions. The above exchange activities were 
basically outside the state plans of centralized allocation and transfer. 
The subject, quantity and rate of exchange were variable with supply and 
demand. At the same time, this form of exchange was not restricted by the 
character of enterprise ownership; with agreement of both parties trans- 
actions were concluded. Therefore, this form of exchange was in the charac- 
ter of market exchange, playing an important part in developing production 
in some areas and enterprises. Generally speaking, the smaller the 

quantity of commodities distributed by the state and the poorer the condition 
of supply, the greater the dependence on market exchange. According to 
reports, some municipalities and counties acquired important commodities 
through market exchange; the commodities necessary from this market. Some 
time ago, the following state of affairs was witnessed: whoever utilized 
this market at the same time they depended on planned distribution and 
acquired more commodities gained a faster department. Some industrial cities 
walked on two legs instead of simply "waiting for and depending on others 
for commodities." They utilized coal resources and cooperated with other 
localities in developing production to provide the commodities they needed. 
As a result, they rapidly developed their production and construction. 
Practice has proven that there is an objective necessity for the emergence 
and development of this form of circulation. To be sure, this form of 
market exchange had some side effects in the development of the national 
economy and caused some confusion. For example, some enterprises and 
localities forced their planned output down or refrained from fulfilling 
their quotas of transfers to higher authorities. They used their products 
for joint undertakings with other enterprises and localities. Some units 
hoarded their commodities and fixed their rate of exchange at an 

irrational level. Persons guilty of corruption and undesirable practice 
appeared. We should seriously study and sum up these economic phenomena 
and make the best of the situation so that this form of circulation can 
serve the socialist economy better. 


In the light of our experience and on the basis of the principle of com- 
bining planned adjustment with market adjustment, we consider that commo- 
dities may be divided into three categories and that three different forms 
of circulation may be adopted. 


The firet category consists of commodities for planned distribution. 
Important commodities having a bearing on the national economy and people's 
livelihood, including fuels, major raw and processed materials, important 
equipment, and so forth, should still be managed by the state. In 
principle, such commodities should be planned, priced, distributed and 
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supplied under centraiized plans. The state should directly control dis- 
tribution and allocation of these important commodities. This will be 
advantageous to overall arrangements so that satisfaction of the important 
needs of the state can be insured. It will be advantageous to control and 
redistribute commodities between regions. It will help to insure the 
necessary strategic . serves to meet important needs incidental in character. 
However, the number of items under this category should not be too great. 
On the whole, they should © considerably less than those for centralized 
distribution and those und: Jepartment management. Moreover, along with 
the improvement in the setae of supply, commodities for planned distribution 
should gradually be cut down; along with the decrease of mandatory production- 
construction tasks prescribed by state plans, the scope of commodities for 
planned distribution should be correspondingly reduced. At the same time, 
in the matter of distribution and supply, the old methods should be vigorously 
changed, the drawbacks of overlapping administrative levels and complicated 
procedures should be eliminated and diversified, flexible methods should be 
adopted. For example, large quantities of commodities necessary for key 
production-construction projects should be strictly planned. The user 
departments or enterprises should submit a report on their needs and the 
production enterprises should directly place an order for the commodities 
and supply at fixed potnts according to the target of state distribution. 
In the case of small quantities of odd commodities, the method of indirect 
planning may be adopted. Commodity supply-marketing enterprises should 
make investigation and study, have a good grasp of the fixed patterns of 
consumption, unify orders and supply products on the spot or near their 
sales departments. In recent years some areas and departments have summed 
up and popularized some supply methods favorable for insuring production, 
speeding up turnover, simplifying procedures and suiting the convenience 

of the users. For example, some commodities for centralized distribution 
and under department management, the resources of which are ample, are 
supplied in unlimited quantity or according to needs. ‘Supply tickets" 

are issued according to the distribution targets and the users may pick 

out and buy the commodities any time from the commodity supply-marketing 
enterprises without being restricted by time, locality, variety or standard 
of products. Marketing activities are sponsored to open up markets and 
exhibit goods. Production units and the users sell and buy commodities 
between themselves. Service departments are set up to meet the odd needs 
of inhabitants. These methods should be summed up and popularized. 
Circulation of these commodities for planned distribution should be 
stimulated further in diversified form. Having fulfilled the planned tasks 
set by the state and the supply contracts they have entered into, the 
production enterprises concerned should be permitted to market that part 

of their products that is over and above the target and is not purchased 

by the state. The user units should also be allowed to dispose of their 
redundant and overstocked commodities at their own discretion. 


The second category consists of commodities to be ordered for sale by the 
commodity department, the commercial department or the supply-marketing 
enterprise of the industrial department. Commodities in this category 

may include the greater part of category-two products like electromechani- 
cal products (bearings, tools, and so forth), some metals, chemical and 
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construction materials and products. The characteristics of these commo- 
dities are that they are good for general and extensive use, are diversified 
in variety and standard and that the needs for them are changing fast. Ex- 
cept in the case of large quantities of such commodities for making 

fittinge and intermediate products (it is advisable for producers and users 
to supply these commodities direct at fixed points), it would be more 
economical and rational for the commodity eupply-marketing enterprises to 
unify orders for commodities to meet general needs through intermediate 
links. [he marketing unite should sign production-marketing contracts 

and supply-marketing contracts respectively with the production units and 
the users, clearly defining their economic responsibility. As to pr‘ 

in principle they are permitted to fluctuate within the range prescr 4 

by the state. The marketing units should insure, according to plen, 

the commodities that are needed for key projects and should, as far av 
possible according to the resources of commodities, solve the problem of 
general neede. The advantages of this are: 1) The greater part of the 
resources is still kept in the hands of the state (through the marketing 
units) and the needs of key production-construction projects can be met. 

2) Complicated procedures involved in requisition, distribution and order 
for goods are avoided and the irrational phenomenon of transporting 
commodities by a roundabout route or back to their place of origin are 
minimized. 3) The marketing units mey organize orders for goods in the 
light of market needs and sales, place orders for commodities and cut down 
on overstocked goods. 4) Production enterprises may fix their production 
according to sales and may sell their products on the market after fulfilling 
their sales contracts. Under such circumstances, both the commodity supply- 
marketing enterprises and the production enterprises will have greater 
flexibility. 


The third category consists of commodities to be marketed by the production 
enterprises themselves. In principle, the production enterprises should 
be permitted to market all their products that are outside the above two 
categories. The prices of the products to be marketed by the production 
enterprises are to be fixed by the production enterprises themselves. 
Production of the commodities in this category is basically regulated 
according to market supply and demand. The state may manage and direct 
these commodities through the channels of taxation price and supply of 

raw and processed materials. Th raw and processed materials for these 
commodities are basically procured through regional cooperation. In 

this connection the commodity department must provide active support and 
make positive arrangements. Concerning the commodities to be marketed 

by the production enterprises themselves, we should also encourage the 
practice of letting the commodity supply-marketing enterprises market them 
on @ commission basis. This wi.l enable the production enterprises to 
concentrate their forces on production and prevent increases of marketing 
personnel. 


A combination of the above three forms of circulation will result in an 
organic combination of planning and market. By organizing circulation 
of commodities in these three forms, the confines that prevent the means 














of production trom becoming commodities and circulating on the market are 
amashed; the confines that fix uniform prices and prevent prices from 
fluctuating according to supply and demand are emashed; the confines that 
demand monopoly for the means of production and ban competition are also 
emaened, Thies will greatly enlarge the enterprise right to make their 

own decisions in supply, production and marketing. It will play an active 
role in etimulating the circulation of commodities and enlivening the 
national economy. 


hie Policy Will Enhance the Role of the Commodity Department Which Must 
arry Out Restructuring and Readjusting From Thinking and Style to Method 
of Management 


What is the role to be played by the commodity department when planned 
adjustment ie combined with market adjustment? 


jome time ago, some comrades put emphasis on the need to bring the role of 
market adjustment into play. They maintained that enterprises should sign 
eupply-marketing contracts directly between themselves and that the 

commodity departmer. should eliminate or narrow down ite sphere of activities. 
We think this approach is not in accord with the objective requirement of 
economic de; artments and the actual state of our country at present. 


socialized modern production is characterized by a highly specialized 
division of labor and cooperation. Both production and circulation must 

ve specialized. The greater the scope of production and the larger the 
vumbec of production departments, the more complicated the relations of 
exchange between various enterprises, making it all the more necessary 

to have epectalized circulation departmente play their part as the bridge 
and tranemission belt between production and consumption. Therefore, to 
eect up @ commodity department responsible for managing the means of produc- 
clon i# the objective requirement of economic department. It is necessary 
co set up such «a department in the same way as it is necessary to set up 

a commercial department responsible for managing the means of consumption. 
At the initial etage of the 1960's, our state set up specialized commodity 
jepertmentse. These departments were set up and abolished several times 

in many regions. In particular, under the disruptive activities of the 
ultraleft line pushed by Lin Biao and the “gang of four,” for a time 
commodity departments in 24 provinces, municipalities and autonomous regions 
were “emashed." But they had to be rebuilt soon afterward. This shows 
rhat euch a department is essential to the development of the national 
-conomy and that to abolish or weaken it is bound to damage economic work. 


A commodity department is not only e department for managing planned dis- 
tribution but also a department of operation. Circulation of commodities 
should be organized according to the requirements of economic laws and in 
economic ways. Without a specialized department for managing commodities 
(\c would be difficult to speed up commodity turnover or overcome over- 

stocking. Take rolled steel for example. At present, 80 percent of the 
rolled steel in stock is in the hands of the user units and the competent 
departments and 20 percent in the hands of the commodity departments and 














steel works, thie etate of affaire differs greatly from that found in some 
economically developed and advanced countries. What its found in Japan is 
the very opposite of what is found in our country. In Japan's case, the 
ueer unite account for 20 percen: and the marketing links for 80 percent. 
They see to it that less products are in the hands of the users and the 
turnover of rolled steel is quick. In addition to a short period where 
goods are delivered by the steel works, they have a powerful wholesale 

and retail trade with a network and centers spreading to all parte of the 
country. Equipped with advanced management instruments and transportation 
facilities, their commercial network and centers could promptiy insure 
supply of goods of the right quality and quantity and in the right time. 

This makes it unnecese»-, for the users to keep excessive reserve commodities. 
For many years Shanghai has placed all fuels under centralized management 
and flexible cortrol, using limited stocks on hand to insure the needs 

of municipal production and construction and people's livelihood. This 
shows that it is essential to have a specialized commodity department. 

The commodity department should work in close coordination with the 

foreign trade department and enter into the international market. They 
should promptly organize exporte and stimulate the circulation of commodities 
to meet the domestic needs of production and construction better. 


Some comrades put undue emphasis on “direct supply." They think that with 
orders placed directly between the producer and the user, the greater the 
quantity of commodities delivered the better. They seem to believe that 
decreases in the intermediate links should be economically rational. 
Actually, that is not the case. This question should be concretely analyzed. 
Practice has proven that in the case of ‘arge quantities of commodities 
that are consumed or commodities for special purposes, it would undoubtedly 
be rational for the production enterprises to organize direct supply because 
it can cut down circulation costs and time. But in so far as most of the 
commodities for general use are concerned, it would be economically 
irrational if excessive quantities of goods arrived at one time because this 
would surely result in overstocking. Under normal circumstances, factories 
veed to turn out products in lots and large quanti@ies and deliver them at 
fixed starting points, but users’ consumption of these goods was relatively 
ecattered. Let us again take rolled steel for example. At present, against 
the orders placed by users, the steel works generally deliver goods once 
every quarter or half a year. Against the orders from abroad, the steel 
works in most cases make one delivery of the goods for one-year consumptior. 
Thus the quantities of goods booked in by the users each time must not be 
lees than the quantity necessary for one quarter or one year's consumption. 
This is an important reason many production and construction unite are 
overstocked with rolled steel. Because of this and also poor planning and 
a great adjustment range of production-construction tasks, enterprises find 
it difficult to deal wita the goods after their arrival. For this reason, 
if the commodity department unifies orders for gools, directly delivers 
commodities that are suited to direct delivery end mes periodic or on-the- 
spot delivery of commodities that are suited to indirect delivery, this on 
the whole will accelerate the circulation of commodities. 











With the implementation of the policy of integrating planned adjustment 

with market adjustment and with the role of market adjustment brought into 

fuller play, the commodity department will play 4 more important role in 

Organizing rational circulation. The commodity department should not only 

continue to ineure overall balance of mafor commodities and organize 

dietribution and supply of planned commodities but aleo use great strength 

to handle the eale of general commodities that are diversified in variety 

and large in quantity as well as the sale (on a commission basis) of the 

commodities produced by the production enterprises. Their responsibility 

will be greater for organizing the combination of supply, production and 

marketing. For this reason, instead of being eliminated and weakened the 
commodity department must be developed and strengthened. 


In its present state the commodity department is not equal to its heavy 
taske. It muet carry out restructuring and readjusting from thinking 
and style to method of management. 


The staff of the commodity department should think in terme of serving 
production and construction and serving the basic-level units heart and 
soul. They should carry out deep investigations and research, get a clear 
picture of the resources and needs, keep improving their methods of 
distribution and supply, win the confidence of the production department, 
set the minds of the usere at ease and endeavor to insure satisfactory 
supply, quick turnover, low level of consumption and low expenses. They 
should act as promoters of progress in production and construction. 


The commodity department should place its operating organizations on an 
enterprise basis, carry out business accounting and strive for economic 
effects. The commodity department should manage commodities according to 
economic laws. They should gradually organize commodity circulation 
according to economic divisions. They should sign economic contracts with 
production and user units, strictly fulfill them and clearly understand 
their economic responsibility. Supply work should be done in an increasing- 
ly meticulous way and division of operation should be developed in the 
direction of specialization. The way enterprises are managed should be 
linked to the vital interests of factory and office workers. 


To break the monopoly in business, a little competition should be allowed. 
The departments concerned should insure a rational division of labor 

and make common efforts to ineure success in commodity supply and marketing. 
The commodity department should assume responsibility for goods for general 
use, the production departmexnt responsibility for specialized use, and the 
commercial department responsibility for commodities that have a direct 
bearing on people's livelihood. However, they should be allowed to cut 
across one another. Emulations should be launched within the commodity 
department and between the commodity department and the other supply- 
marketing departments. Each unit should exert efforts to insure flexible 
supply, use simple methods, know its trade, provide a good service, pay 
attention to prestige and reduce cost. Each unit should learn how to do 
business and attract consumers to its side. 
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To etrengthen the building of a supply network and centers is a fundamental 
measure for shifting the commodity departments from making distribution, 
allocation and transfer by administrative meane to operating according to 
economic laws. Without a network and centers it f# impossible to organize 
rational supply. Good planning and rational dietribution should be planned 
to eliminate the waste cause by duplicating the network and centere in 

the same area. At the same time that a network and center are built, 
attention should be paid to training « service contingent to serve the 
consumers at their homes and deliver goode to their doors. Let the work 
reach all families and solve the needs of production-construction and 
people's livelihood. Let it bring out the commodity potentials to the 
fullest extent and contribute to the four modernizations. 
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NATIONAL ECONOMIC POLICY 


‘JINGJI YANJTU' ON INCREASING PRODUCTION, PRACTICING ECONOMY 


HK301200 Beijing JINGJI YANJIU [ECONOMIC RESEARCH) in Chinese No 3, 
20 Mar 80 pp 17-20 


[Article by Xu Guoxi [1776 0948 0823) and Wang Chengfu [3769 2052 4395): 
"Increasing Production and Practicing Economy Are the Basic Guiding 
Principles for Realizing Socialist Modernization in Our Country") 


{[Text) Increasing production and practicing economy are the long-term 
guiding principles which our party has advocated all along. Comrade 

Mao Zedong pointed out: “To make all our cadres and the entire people 
constantly realize that our country ie a big socialist country but also 

a poor and economically backward country is indeed a great contradiction. 
To make our country rich end strong will take several decades of hard and 
difficult struggle during which we will carry out the guiding principle 
for building the nation using thrift and diligence, earnestly practicing 
economy and opposing waste and extravagance. (Mao Zedong: Selected Works, 
"On the Problem of Correctly Handling the Internal Contradictions of 

the People,” Vol 5, pp 399-400) For a big and poor country like ours, 
large amounte of capital are needed to develop our socialist economy and 
to realize socialist modernization. But where will the needed capital 
come from? We cannot copy the example of capitalist nations of making 
accumulations by relying on war and pillaging, nor can we place our main 
hope on foreign loans to carry out construction work. We can follow only 
the road of “relying on practicing economy within our country for 
industrial development, that is, the road of making socialist accumulations.” 
(Stalin: Complete Works, "On the Soviet Union's Economic Condition and 
Party Policy,” Vol 8, p 115) Hence, we say, increasing production and 
practicing economy are the requirements for socialist economic development 
and are the basic guiding principles for realizing socialist modernization 
in our country. 


Practicing economy refers to practicing economy of labor, including labor 
of the past and labor of the present. Production power must be rationally 
organized and utilized. Practicing economy and increasing production are 


indivisible from each other. Consuming © et labor to obtain the 
maximum economic results and creating mo ‘rial wealth to satisfy 
society's needs constitute the most basi: of practicing economy. 
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Marx said: ‘Just like an individual, all-round social development, social 
enjoyment and social activities all depend on effecting econowy in the 
element of time. Fundamentally speaking, in the final analysis all types 
of economy constitute time economy.” "“Effecting time economy and the 
planned distribution of labor time between different production departments 
are the principal economic requiremente governing production on a joint 
basis. They are also the requirements for production on a higher plane.” 
(Marx: Complete Works of Marx and Engele, "Critique of Political Economics,” 
Vol 46, p 120) Under the socialist syatem, the elimination of the 
capitalist system of private ownership of production materials and the 
establishment of the syetem of public ownership, together with the planned 
and proportionate development of the national economy, have opened up a 
wide field for the requirement of time economy to play its part. 


Our experiences in socialist construction over the past 30 years have 
testified that whenever the socialist economic requirements, including 

the requirement of time economy, were followed, big results in construction 
were achieved in that period and that contrarily the construction results 
were emall and losses on account of waste and extravagance were incurred. 
Following the liberation of the country and during the 3-year recovery 
period of the national economy, increasing production and practicing 
economy were proscribed. In 1952, the nationwide anticorruption, anti- 
waste and antibureaucracy campaigns were staged and played an important 
part in pushing forward the rapid recovery and progress of the national 
economy. During the period of the first 5-year plan, we staged labor 
contests on increasing production and practicing economy and achieved 
outetending results, particularly in the 1955 campaign to increase produc- 
tion and practice economy. Unfortunately, at the close of the 1950's 

and the beginning of the 1960's, objective economic laws were not followed 
in economic work. Only politics was heeded but economics was disregarded 
end the requirement of time economy was ignored. As a result, industrial 
end agricultural production dropped sharply and there was a serious 
imbalance in the proportionate relationships of the national economy while 
the standard of living of the people took a conspicuous downturn. In the 
perlod of the Cultural Revolution, Lin Biao and the “gang of four” in- 
creasingly applied the slogan of heeding politics only but disregarding 
economics or the cost of production or even economic results. This caused 
a disruption in industrial and agricultural production and eventually 
brought the entire national economy to the brink of collapse. It was 
another puniehment for disobeying economic laws. Over the 3 years and more 
following the collapse of the "gang of four,” we energetically pushed 
increasing production and practicing economy on various fronts and achieved 
triumphant results. 


In hie address on the occasion of the celebration of the 30th anniversary 
of the founding of the republic, Comrade Ye Jianying pointed out: Construc- 
tion of the four modernizations constitutes at the present moment a matter 
of the biggest political concern. "The entire body of cadres and people 
of the entire nation must devote all-out efforts, concentrate their mind 
and soul, be of one heart and purpose and fight for each minute and each 
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second to take part in this gigantic construction enterprise. They must do 
their beat to increase production, practice economy, sweep extravagance 
aside, increase efficiency, renovate technology, tap production potentials 
ceaselessly, open up new production sources, and create new and added 
wealth for the social structure,” Fundamentally speaking, the process of 
accomplishing the four modernizations ie the process of increasing produc- 
tion and practicing economy and developing social productive power. On 

the one hand, existing enterprises must tap their potentials, carry out 
renovation and restructuring, effect the maximum utilization of existing 
technical equipment and technical skill, arouse the positivism and creative- 
ness of the workers and employees and thus induce the enterprises to fully 
demonstrate their capability. On the other hand, more new enterprises and 
other projects must be built and new productive power must be added. Hence, 
we must grasp production increase and must also grasp practicing economy. 
We must seek production increase from practicing economy and vice versa. 


At present, on various fronts and in the localities and departments of the 
country as a whole, the potential for increasing production and practicing 
economy is still great. Speaking of industrial production alone, over a 
long period of time, because of the lack of attention to economic effects 

or to the needs of the social structure, production and marketing have 
fallen out of alignment with each other, and large quantities of industrial 
products such as steel, rolled steel, machines and so forth, have continually 
been stockpiled in warehouses. As a result, our limited resources of man- 
power, materials and funds cannot be fully utilized. On the other hand, 
articles of daily use which are badly needed in the market and by the people 
are in short supply. Many enterprises whose products have a low consumption 
rate of materials but are of good quality and are marketable lack the needed 
raw materials, fuel, and motive power and cannot fully realize their produc- 
tive capacity. On the other hand, certain enterprises whose products are 
known to have a high consumption rate of materials but are inferior in 
quality and usually occasion losses to the enterprises, often blindly 

seek expansion. Their products can only be stockpiled in the warehouses, 

in this way causing enormous losses to the state. 





As to energy resources, waste is rampant, on accovnt of weak management work. 
A few years ago, the total consumption of energy in our country was about 
the same as that of Japan but the gross value of our industrial output was 
only one-fourth that of Japan. In some of our enterprises, no one is in 
charge of the rational utilization of energy and the consumption of fuels 

is allowed to take its toll. “Electricity tigers," "coal tigers” and “oil 
tigers" are a common phenomenon. Leaking, oozing, dripping and escaping of 
energy materials are frequent occurrences in enterprises, and are extremely 
serious. They have contributed to the contradiction in supply and demand 

of energy resources in our country. 


In the capital construction sphere the prolonged sabotage by Lin Biao and 
the “gang of four,” together with defects and errors in our own work, have 
given rise to prevalent problems such as: too much money spent, poor 
results, and much extravagance. These may be seen in the lengthening of 
conetruction time, the diminishing completion rate and the mounting 
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construction costs. During the period of the First 5<Year Plan, construc- 
tion of a large or medium-size project generally required 2 to 3 years. 
Now, the time required is 4 to 5 years, sometimes even longer. As to 
the large and medium-size projects under construction in the country, the 
completion rate was 43 percent from 1953 to 1957. It went down to 
25 percent during the period of the Fourth 5-Year Plan. Construction coste 
during the period of the Fourth 5-Year Plan were up by 50 percent compared 
with che period of the Firet 5-Year Plan and were doubled in some cases. 
Furthermore, despite continual increases in technical equipment, the labor 
productivity rate stayed put and never made any progress at all. Take, 
for example, the capital construction system: in 1977 the average 
per capita capite) investment in equipment was 24 times more than that in 
1953, vet the national labor productivity rate not only made no improvement 
but actually went downward. Moreover, a great proportion of the funde in 
circulation were generally in use and turnover was slow which made it 
difficult for these funds to produce the maximum effects. Prior to 1965, 
the capital construction system as a whole had never reported any deficit. 
However, since 1966, for 11 years in succession, it could not make ends 
meet. In addition, management was in a confused state. Objective laws and 
proper work routines were violated. There were instances of surveying, 
designing and actual construction work progressing at the same time on the 
game project and in many cases work was hurriedly started on a project even 
before the necessary data on the hydrological or geological conditions or 
on the prospective resources had been obtained. The inevitable result was 
that after conetruction work had started, it was soon followed by dis- 
mantling work or by change of the location and eventually by abandonment 
of the entire project. On some projects, construction work was started 
so blindly that it was not possible either to go on with the job or to stop 
t altogether. The wastage thus incurred was frightful. 


In the case of equipment imported from abroad, there were instances of a 
lack of overall planning, careful calculation and strict budgeting. Some 
enterprises repeatedly and blindly imported foreign equipment, never caring 
about its actual usefulness and the result was that the imported equipment 
could not be fully utilized. Some was even left in the open, allowed 

to be ravaged by the elements. In the end it had to be abandoned. 


As to commodity distribution, certain goods were found to be in short supply 
while certain other goods could not be sold and had to be stockpiled. This 
was due to the dislocation between production and demand, the poor manage- 
ment standard, and the failure to speed up the circulation of goods and the 
turnover of capital funds. Although some goods were known to be unmarketable 
and of poor quality, yet because of the state monopoly of purchases and 
sales, plants produced them as usual and kept producing them without any 
change for 20 years or more. The results were that production of the goods 
was soon followed by stockpiling and eventually the goods had to be dis- 
posed of at cut prices. In this way enormous wastages of manpower and 
material resources were incurred by the state each year. Moreover, due 

to poor management and the many weak links in warehousing, communications 
and transport, instances of goods being damaged, or deteriorating, or 
declared obsolete and abandoned were rampant. 
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Industrial and mining est«blishments, stores, government organs, military 
unite and individual enterprises frequently indulged in such practices as 
the want: n use of public funds, being wasteful and extravagant and even 
appropriating public property. 


As indicated above, a rather large portion of our national wealth was 
wasted in the production process, another sizable portion was tied up in 
the circulation process and the funds and material resources invested in 
capital construction have failed to produce quick results. Accordingly, 
it ie our conviction that in increasing production and practicing economy 
there are still large potentials to be tapped. If only our thoughts are 
unified, our actions united and effective measures are taken, then surely 
big results can be reaped. 


To perform the task of increasing production and practicing economy well, 
first of all we must follow the objective economic laws. We must correctly 
understand and allow the basic economic laws of socialism to be put into 
operation. We must note that the aim of socialist production is to satisfy 
the material and cultural needs of the entire people, in engaging in 
capitel construction work, or in production, or in industrial and commercial 
activities, We cannot go against this basic aim, otherwise an imbalance 

in the proport‘onere relationship of the national economy will be brought 
about and in turn the entire social structure will suffer from losses and 
extravagance. Poor and incorrect planning and imbalances in proportionate 
relationships constitute the worst forms of extravagance. This is the 
reason why Marx placed together "economy in time” and "planned allocation 
of labor time between departments engaging in different production activi- 
ties" as the primary economic laws governing collective production. At 
present, we must be firmly resolved and devote our utmost efforts to 
seriously improving the proportionate relationship of the national economy. 
We must reinforce the short line, take from the long to add to the short 
and fill up the gaps. At the same time, concerning certain enterprises we 
must follow the guideline of being economical and reasoncble and giving 
preference to those enterprises which have done well in the past. If 
necessary, we should close down certain enterprises, or stop their production 
work, or have them amalgamated or converted to other trades. Only in this 
way can we achieve maximum results in increasing production and practicing 
economy. 


To perform the task of increasing production and practicing economy well, 
we must strengthen enterprise management and restructure the entire 
business well, we must strengthen enterprise management and restructure 
the entire business management system. While overall restructuring of the 
system is still in progress at present, we must emphatically rectify the 
state of confusion in management affairs and arouse the positivism of 

the employees and workers and of the enterprises themselves, striving for 
the maximum economic results. Efforts must be made to analyze and study 
the business activities. The enterprises must be urged to be particular 
about business accounting, to tap potentials and to renovate, improve 
technique, lower the consumption rate particularly in respect of energy, 
reduce the cost of production, improve quality, increase variety and 
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generally satisfy the needs of the market. By means of readjusting, re- 
etructuring, consolidating and improving, we must gradually modernize 
enterprise management and endeavor to make it scientific, improve the 
production level, raise the standard of technology, set up and strengthen 
various rules and regulations and create more wealth for the state. 


To perform the task of increasing production and practicing economy well, 
we must enact economic legislation so that the enterprises and workers 

and employees may, as recipients of the economic benefits, become concerned 
with the production and business results and at the same time share the 
economic responsibility. A system of retaining a certain percentage of 

the profite for the enterprises should be enforced. Awards should be given 
to those who have done well in increasing production and practicing 

economy while those guilty of wastage and extravagance must be punished. 

The good or bad results of management and the results in increasing produc- 
tion and practicing economy must be directly related to the economic benefit 
of the enterprises and of their workers and employees. Without the sense 
of economic responsibility, extravagance will tend to be considered as the 
state's concern, having nothing to do with the individual and, therefore, 
nobody's business. Actually, in our economic activities, why should so 
much waste and extravagance be disregarded? Why should we not find out 

who is responsible for causing losses, waste and extravagance in production, 
capital construction, commerce, communications and transportation? All 
these are the results of our irrational business management system and our 
failure to follo sound business regulations. From now on, we must strictly 
enforce financial and economic discipline and speedily enact economic laws 
and regulations. All cases of spending state money without any economic 
results must be investigated. Those found guilty of having caused big 
losses or indulged in extravagance must be subjected to economic sanctions 
or punished according to law. 


There is also another aspect to increasing production and practicing economy. 
This is simplifying the administrative structure and practicing economy in 
administrative expenses. Comrade Hua Guofeng in his "government work 

report" at the second session of the Fifth NPC pointed out as follows: 
Gradually restructuring the economic administrative organs of the state and 
effecting economy in administrative expenses are urgently needed for the 
accomplishment of the four modernizations. They constitute important 
measures in fighting the first battle of the four modernizations well, 
bringing into full play the activism of the central authorities, localities, 
enterprises, workers and employees, and improving work efficiency. 


Simplifying the structure of the organizations helps in building up a leader- 
ship group. It keeps the leadership in contact with realities and in close 
liaison with the populace. It helps them to overcome subjectivism and 
bureaucracy, and to improve their wor! efficiency. At the same time, the 
large amount of manpower and meter/.i resources saved as a result of the 
economic measures taken can be made use of in the four modernizations. 


Marx predicted that the general management expenses of a state under pro- 
letarian dictatorship, when compared with a capitalist state, "can immediately 
be seen to be noticeably less and to continue to be less each day accompanying 
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the growth of the new social structure." (Marx: Selected Works of Marx 

and Engels, ‘Critique of Gotha's Program," Vol 3, p 10) In leading the 
socialist conatruction work of the Soviet Union, both Lenin and Stalin 
strongly stressed the need for simplifying the structure of administrative 
organs and reducing administrative expenses, On many occasions, Lenin 
emphasized that the urgent tasks of first importance were: "retrenchment 
of Soviet organs, restructuring and improving the organizational structures, 
reducing administrative expenses, eradicating the dilatory style of 
bureaucracy and curbing nonproductive outlay." (Lenin: Complete Works, 
"Message to Presidium of the Eighth Representatives’ Congress of Trade 
Unions of the Soviet Union,” Vol 33, p 402) Elsewhere he said: We should 
make the organizations in our country economize to the utmost. We must 
completely eradicate the many signs of extravagance left over from Czarist 
Russia and its capitalistic and bureaucratic organs." (Lenin: Complete 
Works, “Less But Better," Vol 33, p 454) Scolding certain communist party 
members for the unbridled manner of squandering money wantonly, Stalin 
sharply pointed out that this was a “criminal offense" against the people's 
property and the reserves of the state and must be sternly struggle against. 
(Stalin: Complete Works, "On the Soviet Union's Economic Conditions and 
Party Policies," Vol 8, pp 123-125) 


In the early period of the construction of our country, Comrade Mao Zedong 
considered the "large reduction in the expenses of government organs" as 

one of the three conditions for fundamentally improving the financial and 
economic conditions of the country. Later, he further pointed out: Carrying 
out increasing production and practicing economy and opposing habits of 
showing of and extravagance “have not only important economic significance 
but also important political significance." (Mao Zedong: Selected Works, 
"On Problem of Correctly Handling Internal Contradictions of the People,” 
Vol 5, p 399) At the present moment, many of our central and local govern- 
ment organs are bulging in size, there being layer after layer of organs 
and enormous administrative expenses. They have low working efficiency 

and are hardly suitable to any change in the pivotal policy of the party. 
Herein are great potentials to tap in respect to increasing production 

and practicing economy. According to a report in JIEFANGJUN BAO: Some 

l or 2 years ago, the practice of convening large conferences was very 
prevalent. According to estimates, the amount of money spent on calling 
meetings and conferences by the ministries and commissions under the State 
Council in 1978 increased by 78 percent over 1977 and the total amount of 
money spent on these meetings was at least 700 million yuan. Unnecessary 
meetings wasted not only a lot of money but also much valuable time which 
otherwise would have been money-making. A certain district in Zhejiang 
Province called a meeting on “Learn From Dachai's Experience" and it was 
estimated that 168,000 work-days were thereby consumed and wasted. It is 
found that the expenses spent on these kinds of "conferences," "visits," 
"inspection trips," “outward transfers," and "purchase missions" have been 
enormous. Instances have been plentiful of people making use of conferences 
to see friends, send gifts, visit scenic spots and give big parties and 
feasts and generally squander state funds at will. The sort of thinking 
that “corruption is a crime” but that “extravagance is immaterial" must 

be firmly corrected. To accomplish the four modernizations, we must display 
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the spirit of hard struggle and of building the country through thrift and 
hard work. We must advocate spending little but accomplishing much. 
Formalism must be eradicated; bad habits such as ostentation, lavishness 

and indulgence in feasting and drinks, must also be eradicated. Among our 
extensive masses of cadres and communist party members we must firmly 
advocate the communist virtue of hardship first and enjoyment second. We 
must determinedly oppose bad habits such as acting as the privileged class, 
or mixing up official and private affairs, or using public funds for private 
gain, In particular, leadership cadres at various levels should set them- 
selves as examples and firmly obey laws and regulations. 


Concomitantly with simplifying the administrative organs, we should vigorous- 
ly oppose bureaucratism. In actual working, bureaucratism is characterized, 
on the one hand, by extreme irresponsibility and neglect of duty; on the 
other hand, by giving impracticable directions, forcing others to take orders 
or violating objective economic laws and going against the will and wishes 

of the majority of the people. Bureaucratism suppresses and harms the 
socialist positivism of the populace. It is an important factor causing 

the wasteful and extravagant use of manpower, material resources and 

“funds. If the leadership does not overcome bureaucratism, it will be 
difficult to simplify the structure of administrative organs or to 

economize in administrative expenses. Things may go so far as to breed 
corruption, theft, habits of showing off and extravagance. If allowed to 
develop further, it may become a stumbling block to the four modernizations. 


When Lin Biao and the "gang of four” ran amuck, they used various pretexts 
to set up organizations at random, wasting the people's wealth. They made 
use of their ill-gotten power to take away much of the wealth of the state 
to enrich their corrupt living of the landlord capitalist class. They 
ransacked at will the socialist economy, smothered the productive power 
of the society and brought calamitous havoc to our national economy. We 
must continue to eradicate their pernicious effects and influences. In 
undertaking the new Long March of today, we must revamp the revolutionary 
spirit of hard and difficult struggle shown by the Red Army in the old 
Long March and struggle hard for the accomplishment of the modernization 
of the socialist fatherland and for a happy living for the people. 
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NATIONAL ECONOMIC POLICY 


'JINGJI YANJIU' DISCUSSES COLLECTIVE OWNERSHIP 


HK060300 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 2, 
20 Feb 80 pp 3-11 


[Article by Zhu Chuan [2612 1557], secretary general and member of the 
Standing Party Committee of Liaoning Province: "Collective Ownership in 
Cities and Towns and Several Question on Economic Policy") 





[Text] Recently a national seminar on some issues 
of economic theory concerning collective ownership 
in cities and towns was held in Shenyang. This 
article is the speech of the writer delivered 

at the seminar. 


Collective ownership in cities and towns constitutes 
an important part of China's socialist economy. 

It has increasingly played a great role in develop- 
ing socialist production, promoting the four moderni- 
zations, improving people's livelihood, arranging 
employment and expanding foreign trade. To go 
further into the economic theories and policies on 
the collective ownership in cities and towns is 

an important question for study or discussion for 
economic theoretical circles and economic depart- 
ments. We will publish more articles on this 
respect in succession for further diccussion. 





For the past 20 years or so, our collective ownership in towns and cities 
was developed by twists and turns. Starting from the improper amalgamation, 
takeover and "transition" to the so-called remnants of capitalism which the 
"gang of four" tried hard to eliminate, the collective ownership has under- 
gone several ups and downs. But after all, nobody can prevent it from 
growing, just as the saying, “not even a praire fire can destroy the grass; 
it grows again when the spring breeze blows." The collective ownership in 
cities and towns has grown out of nothing and developed gradually in 
Liaoning Province. It has now been extended all over departments and sec- 
tors of the national economy. In 1979 the total industrial output value 

of the collective ownership in cities and towns in our province accounted 
for 13 percent out of the provincial total industrial output value, whereas 
the number of workers and staff in the collective ownership in cities and 
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towns conetituted 27 percent of the total number of workers and staff in the 
province. Thus, the economy of collective ownership in cities and towns 

has become an indispensable and important force for developing the national 
economy of our province, It has played an important role in many respects 
such a8: promoting production, giving a boom to the market, meeting the 
needs of people's livelihood, expanding the export of commodities, accumulat- 
ing construction funds for the state and opening up broad vistas for emp loy- 
ment. 





China's collective ownership in cities and towns developed from handicraft 
producers’ cooperatives and cooperative stores which were set up by the 
individual handicraft working people and peddlars during the period of 
cooperative movement and the socialist transformation. It was then con- 
sidered to be a semisocialist economy in nature. After the socialist trans- 
formation of the ownership of the means of production was basically completed, 
would the economy of the collective ownership in cities and towns be 
developed? Which kind of economy did it belong to in nature? Because of 
the interference of the ultraleft line of Lin Biao aud the “gang of four,” 
for a period there has been great confusion with regard to these problems 
which remain unsettled theoretically and practically. After the "gang of 
four” were smashed, we set things right in every aspect and the issues of 
the collective ownership in cities and towns began to be placed on the 
agenda. On this occasion, I would like to make some remarks--I have not 
thought them through--on the nature of the collective ownership in cities 
and towns and several questions on economic policy. Any criticism and 
comments are welcome. 


We hold that, in the final analysis, the most important reason for several 
ups and downs of the collective ownership in cities and towns since the 
founding of the people's republic is that we are not clear about the nature 
of this collective ownership. Up to now, it is still the keypoint of the 
problem. Only by getting a clear understanding of the question can we carry 
out the correct policies, protect rights, increasingly consolidate and 
rapidly develop the economy of collective ownership in cities and towns. 


The collective ownership is one of the forms of China's socialist public 
ownership. To clarify the nature of the collective ownership in cities 
and towns, we must, first of all, have a good knowledge of what socialist 
public ownership is. 


Judging from an historical viewpoint, the laborers were separate in 
different ways from the means of production by slaveholder private ownership, 
feudalist or capitalist private ownership. It was only in the process of 
production that the laborers were linked together with the means of produc- 
tion. Though small producers had owned simple means of production, the self- 
supporting economy made every independent producer separate from each other 
in the society. China has wiped out the private ownership of semifeudal 

and semicolonial society, and established socialist public ownership. Since 
the bane of severing the laborers from the means of production was solved 
historically, China has created conditions for a direct combination between 
the laborers and the means of production in the whole society. However, is 
our current socialist public ownership "the most perfect form" which some 
people used to describe? No, I do not think so. 
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Under China's specific conditions of low productive forces and underdeveloped 
commodity eccnomy, by the socialist public ownership, we refer to nothing 
but the antithesis of private ownership of the semifeudal and semicolonial 
society. China's present socialist public ownership is not entirely the 
game as what Marx and Engele referred to--namely, the means of production 
under “direct social appropriation.” In his book "Socialism: Utopian and 
Scientific,” Engeis pointed out that after the capitalist mode of production 
ie abolished, “then the capitalist mode of possession, in which the product 
enslaves firet the producer and then the possessor, is replaced by the 
mode of possession of the products that is based upon the nature of the 
modern means of production<--on the one hand, direct social possession as a 
means to the maintenance and expansion of production; on the other, direct 
individual possession as a means of subsistance and enjoyment." (Engels: 
Selected Works of Marx and Engels, “Socialism: Utopian and Scientific," 
Vol 3, pp 437-438) The “direct social appropriation” mentioned by Engels, 
referred to the form of the meane of production which was set up on the 
basis of the socialized large-scale production caused by the highest 
development of the capitalist productive forces. Therefore, we can say 
that in the developed capitalist countries the higher the socialization 
of production, the more adequate material conditions they will provide 
for turning the means of production into “direct social appropriation” 
after they win the victory of the socialist revolution. Lenin even said: 
"The socialization of production is bound to lead to the transformation 
of the means of production into the property of society..." (Lenin: 
Selected Works, “Karl Marx,” Vol 2, p 599) Such property of “direct social 
appropriation" or “of society” was no longer the private property of each 
separate producer, but the common property of producers who had united. At 
thie woment and only at this very moment did the socialized production have 
the socialized mode of appropriation. "Socialized man, the associated 
producers, rationally regulating their interexchange with nature, bringing 
it under their common control, instead of being ruled by it as by the blind 
forces of nature; and achieving this with the least expenditure of energy 
and under conditions most favorable to, and worthy of, their human nature.” 
(Marx: “Das Kapital,’ Vol 3, People's Publishing House, 1975 Edition, 
pp 926-927) At che present stage there are two types of socialist public 
ownership in China: one is the state-owned economy established by means 
of confiscating bureaucrat capital and private capitalist industry and 
commerce after the proletariat has taken over the state powers; the other 
ie the laborere’ collective economy set up by organizing individual pro- 
ducers to take the path of cooveration. Such a socialist public ownership 
ies a socialist economy in which two public ownerships coexist--the state- 
wned economy and the collective one which have a comparatively low level 
of productive forces and socialization of production. In addition, this 
socialist economy has just been established for a fairly short time. With 
regard to the relationship of ownership, many problems need to be gradually 
settled and perfected. At present, China has not yet set up a highly 
socialized large-scale production. Without the highest development of this 
production, there cannot be any “direct social appropriation.” Therefore, 
we can sav that our present socialist public ownership is still a rela- 
tively low level mode of the means of production which is under “social 
appropriation’ and has not reached the standard of "direct social appropria- 
tion” conceived by Marx and Engels. 








The state-owned economy has occupied a very great proportion and an im- 
portant part in China's economic structure, Generally speaking, state 
ownership is also called ownership by the whole people. The former is 
equated with the latter. Can they be entirely equated? This is a problem 
thet neede further etudy and consideration. In his letter to Bebel, Engele 
said that society (namely, first of all, the state) should keep the owner- 
ship of the means of production in realizing a thorough transition to 
communism. However, along with the constant development of the productive 
forces and the improvement of the socialization of production, “state 
interference in social relations becomes, in one domain after another, 
superfluous, and then dies out of itself; the government of persons is 
replaced by the administration of things and by the conduct of the processes 
of production.” (Engels' Selected Works of Marx and Engels) "Socialism: 
Utopian and Scientific,” Vol 3, p 438) All this can be interpreted as 
follows: the state ownership is only the primary step of the social appro- 
priation of the means of production and is not the sole of the highest mode. 
Along with the practice of socialist construction, the characteristics of 
the whole people in the state ownership will be perfected with each passing 
day. Therefore, if the ownership by the whole people roughly corresponds 
to the implication of direct social appropriation, state ownership must 

not be equated with ownership by the whole people. A state-owned enter- 
prise is usually called "the enterprise by the whole people" and state 
ownership is often replaced by "the ownership by the whole people.” In 
fact, such a wording ie not very accurate, because the state, in which the 
political power of a ruling class exists, cannot belong to the whole people 
and cannot entirely represent the whole society. After the Chinese 
proletariat had succeeded in seizing state power, the establishment of the 
economy of state ownership was the only way to develop the socialist 
economy. It has been the leading factor in the socialist economy. But 
this economy of state ownership was set up by basically relying on the 
strength of state power, and its means of production was transferred to 
public ownership within the range of society dominated by the state and 
appropriated by the state on behalf of the working people. In addition, 
the authority of administrative management or distribution was exercised 

by the cadres appointed by the state. To be responsible for the state 

and the people is considered to be the unity of opposites. On the one 
hand, it is identical; on the other, it is contradictory. The leaders of 
enterprises have run the enterprises on behalf of the state and are mrinly 
responsible for the state. As far as the principal part of managing social 
production is concerned, it is right to put the needs of the state into 
first place. As a matter of fact, it is unavoidable that the interests 

of the localities, enterprises or workers and staff members are sometimes 
ignored. In a sense, the means of production in state ownership is indirect- 
ly and not directly appropriated by the laborers. The state organs and the 
leaders of enterprises appointed by the state cannot but frequently rely on 
the state authority to exercise their functions of conducting the social 
funds whereas the laborers to some extent still find themselves being 
employed by the state. As a result, the laborers’ role and initiative 

are bound to be affected and dampened. Therefore, we can conceive that 
after realizing modernization, along with the highest socialization of 
production, the great improvement of the laborers’ consciousness and manager- 
ial capacity, the state ownership will transit to a higher level of direct 
social appropriation. 
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As for the e.onomy of the laborers’ collective ownership in cities and 
towns, ite moans of production was transferred to public ownership within 
the scope of a part of the laboring people. The laborers and the means of 
production were directly combined together within the range of a collective 
and of course, not within the range of the whole society. Although such a 
“combination” is now limited in a collective unit and not practiced in the 
whole society and this system ie not a perfect form of ownership, it has 
enabled, after all, the laborers to directly own, control and make use of 
the means of production in a collective unit. Moreover, the results of 
management is enabled to be combined with the material interests of the 
laborers in a better way, and peopie will find it easy to see all this 
with their own eyes. As a result, the laborers’ sense of responsibility 
has been strengthened and their initiative and enthusiasm brought into 
full play. 


A viewpoint has prevailed for a long time that the state-owned economy is 
the higher mode of socialist public ownership while the collective economy 
ise the lower one and there will be a transition from the latter to the 
former. Is such an idea correct? Will the collective economy in cities 
and towns be taken as an independent mode and develop to the whole social 
direct appropriation or will it transit from "a emall collective" to "a 
bigger one," from "the bigger collective" to the state-owned economy and 
then to the whole social direct appropriation? This is another problem 
thet needs further study and consideration. 


The economy of collective ownership in cities and towns has developed rapidly 
end undergone great changes since the cooperative movement. Especially for 
the past 10 years and so, there have been tremendous changes in the 
administration and management of the collective enterprises in cities and 
towns: in the past, an enterprise was taken as an independent accounting 
unit, aseuming sole responsibility for its profits or losses. Only a given 
amount of profite was turned in to the higher level joint-cooperatives as 
funds for overall planning, while most of the accumulation funds vere 

put aside for the enterprises; but now, the joint c »peratives have been 
replaced by the local administrative department concerned (bureaus or 
companies) and all the profits must be turned over to the higher level. 

The administrative departments concerned are responsible for profits or 
losses but the enterprises can hardly handle their own financial matters. 
in the past, business management was run in a flexible and democratic way 
and the enterprises were given more decisionmaking authority; but now, 
business management is conducted in line with the form of enterprises by 
the whole people and of state-owned enterprises. The systems or methods 

of state-owne’ enterprises have been basically practiced in many aspects, 
such as in the system of production, planning, labor, wages and welfare. 
The enterpriees are fundamentally not given any decisionmaking authority. 
How will this “escalation” and “transition” be evaluated? There is an 
important problem of how to evaluate sole responsibility for the profits 

or losses assumed by the enterprise and the responsibility for them taken 
entirely by the administrative departments concerned. Some comrades hold 
that the collective economy in which the responsibility for profits or 
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losses ie assumed by the higher level administrative decsartments concerned 
is the higher form of the economy of the collective ownership in cities 

and towne and the ladder for transiting to the form of state ownership. 

The reason ie that by the responsibility for profite and losees fully 
aseumed by the higher level, we can manage to concentrate our funds to do 
what cannot be accomplished by the individual enterprise. In fact, this 

is only one aspect of the question. As far as the responsibility for 

profite and losses fully assumed by the higher level is concerned, though 
there ie a merit of concentrating manpower, materials and finance, yet the 
wealth and riches created by the laborers in enterprises of the collective 
ownership are transferred gratis. This is nothing but taking from the 

fat to pad the lean. Im fact, it is a kind of egalitarianism and indis- 
criminate transfer of resources just as the manpower, materials and finance 
in a production team is transferred indiscriminately to a production brigade 
or a commume. It is evident that such indiscriminate transfers have 
encouraged the trends of “eating from the same pot" and dampened the 
initiative of the laborers and the collective enterprises. Those who had 

put emphasis on the merit of the responsibility for profits or losses fully 
assumed by the higher level made little account of the above-mentioned 

losses which were immeasurable. In a unit of collective enterprise, 

laborers are directly integrated with the means of production and can manage 
to decide the production, exchange and distribution. This is the superiority 
of collective enterprises. This superiority would vanish if the responsi- 
bility for profits or losses was fully assumed by the higher level administra- 
tive departments concerned, if the partial fruits of collective laborers 
transferred gratis and if one could not manage to get more pay for more work. 
As far as the development of the collective economy is concerned, therefore, 
to turn "the big collective” enterprises into enterprises by the whole 
people or state-owned ones, and to change “the small collective” which takes 
the sole responsibility for ite profite and losses into “the big collective," 
in which the responsibility for profits or losses is fully assumed by the 
higher level administrative departments concerned, is not inevitable. Such 
“escalation” or “transition” does not mean that we have made great advances. 
On the contrary, it means that we have taken a roundabout course instead. 


The experiment of changing the management into sole responsibility aseumed 
by the enterprise for its profits or losses is being carried on in the 
collective enterprises in our province. Will this lead to some progress 
or retrogression’? It depends on whether the experiment will suit the 
needs and promote the development of the productive forces. Practice is 
the sole criterion of truth. As far as the historical experience in 
Lisoning Province is concerned, whenever the principle of sole responsibility 
assumed by the enterprises for its profits or losses was carried out in 
the cities and towns, the workers and staff would have greater enthusiasm, 
the enterprises gain larger profits and the production develops more 
rapidly; whenever the responsibility for profits or losses was borne by the 
higher level, things went in another direction. Take the second department 
of light industry and affiliated organizations, for example. During the 
period of the let 5-Year Plan, when the enterprises assumed responsibility 
for their own profits or losses, the increase of output value averaged 

out to 21 percent every year. But in 1958, no sooner did we engage in 

the so-called “escalation,” “transition” or “attaining the highest level 
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in one step” and practice the responsibility assumed by the higher level 

for profite or losses than production stagnated, As a result, the rate of 
increase of the output value dropped to 2.3 percent for the following 

3 years. As collective enterprises resumed to bear responsibility for 

their profite or losses during the period of 3 years of readjustment, the 
output value increased by 12.6 percent every year. At the beginning of 

the Cultural Revolution in 1966, it even increased by 29 percent as compared 
with 1965. But the responsibility for profits or losses was once again 
aseumed by the higher level after the Cultural Revolution and needless to 
say, the rate of increase was greatly reduced for 10 years, only averaging 
out to 8.8 percent each year. Take the 26 enterprises of the Shenyang 

Daily Metal Products Company, for example. Their 'rofits decreased year 
after year since the responsibility for profits or losses was entirely 
assumed by the higher level in 1974. In 1978, their profits dropped by 

35.1 percent as compared with 1974. Of course, there were some other 
important reasons for the ups and downs of the rate of increase during that 
period of time. But whether the responsibility for profits or losses was 
aseumed by the enterprises themselves or the higher level was also the 
conspicuous reason. Facts have shown that the responsibility for profits 

or losses assumed by the higher level is nothing but retrogression. The 
experiment in which the enterprises took sole responsibility for profits 

or losses has been carried on in parts of enterprises in our province since 
last April and che results have been instant and remarkable. Starting 

from the third quarter of 1979, the experiment was introduced successively 
in 113 enterprises in five cities of Shenyang, Luda, Dandong, Yingkou and 
Jinzghou. Their total industrial output value increased by an average of 
35.44 percent a month; the tax revenue turned over to the state increased 

by an average of 29 percent a month; excluding the income tax, the net 
profits increased by an average of 37.6 percent a month, and the personal 
income of workers and staff increased by an average of 11.6 percent, a 

16.3 percent rise compared with the corresponding period of the previous 
year. All this has shown that to carry out the policy of making enterprises 
aseume sole responsibility for their profits or losses will give a tremendous 
pugh to the growth of production and be advantageous to the state, the 
collective or the individuale. Therefore, it is imperative to take the 
enterprise as an independent accounting unit which bears sole responsibility 
for ite profits or losses. 


Some people may ask what is to be done if the administrative departments 
concerned cannot manage to deal with new projects, considering that the 
capital is bound to be scattered after the collective enterprises practice 
independent accounting and assume sole responsibility for profits or 
losses? Although this situation may occur, we can find a solution. First 
of all, efforts should be made to strengthen the guidance of planning so 
as to prevent the collective enterprises from developing new projects 
without planning, once they have accumulations. Secondly, after being 
approved by the enterprise, the administrative departments concermed may 
draw a minor part of the accumulation of the enterprise ond take it as 
management expenses which can be concentrated for doing what an enterprise 
cannot afford to do, such as making scientific research, running schools 
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or developing new projects. It is permissible to do so but the amount 
taken from the accumulation should not be too big. In addition, after 
paying taxes, the enterprise must put aside all the profite under ite own 
control, It must basically rely upon ite own accumulation to deal with 
new projects or develop new products. That is to say, the way in which we 
promote the collective economy is just the same as how a hen lays eggs. 

If the enterprise manages to accumulate more and more profite, it may de- 
posit those funds which have been left unused in the bank to earn some 
interest. In #o doing, the collective enterprise will still regard the 
money saved in the bank to be the collective wealth of the laborers in 

the enterprise. The bank can make use of the deposits as a special loan 
for promoting the collective economy. Under the guidance of the administra- 
tive departments concerned, all the collective enterprises can utilize 
thie loan to develop new projects. What one enterprise cannot afford to 
do may be done through the joint ventures of several enterprises. Besides, 
the state or the state-owned enterprises may concentrate enormous funds 
and help the collective enterprises develop new projects. In short, the 
construction funds must not be collected by means of egalitarianism and 
indiscriminate transfer of resources among the collective enterprises. 

We put emphasis on this issue because to let the higher level administra- 
tive departments concerned aseume responsibility for profits or losses 

in “the big collective” is, in fact, to encroach on the interests and rights 
of the collective ownership in cities and towns. This form of management 
has adversely affected the development of the collective economy. 


"What do we mean by assuming the sole responsibility for one's profits or 
losses?" some comrades have asked. Some have taken the view that in the 
case of enterprises in which responsibility for profits or losses was fully 
assumed by higher administrative authorities concerned, profits were taken 
from the enterprise but served the enterprise in return. Did this mean 
that the principle of assuming sole responsibility for one's profits or 
losees was put into effect in a larger scope’? No, we do not think so. 

To assume sole responsibility for one's profits or losses is not only a 
mode of accounting but closely connected with the ownership. It is an 
important aspect of ownership. Since the independent production units 

are considered to be the foundation of collective ownership, by assuming 
sole responsibility for profits or losses, of course, we refer to the 
independent production unit, namely the enterprise that will take the 

full responsibility. In the future, along with the development of produc- 
tive forces, the responsibility assumed by the individual enterprise will 
be replaced by the responsibility assumed by the integrated complex. This 
situation will occur inevitably. But this responsibility for profits or 
loeses assumed by the company or by the integrated complex in a larger 
ecope is not the same case as what some comrades refer to--the responsibility 
for profite or losses assumed fully by the higher administrative authorities 
concerned. But this principle of operation which is put into practice 
nowadays is nothing but indiscriminate transfer of resources, taking from 
the fat to pad the lean. Inetead of giving protection, it has encroached 
upon the economic interests of the independent collective enterprises. 

We conceive that if the responsibility assumed by an individual collective 
enterprise is turned to the responsibility assumed by the integrated complex 
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(company) in 1 larger scope, three conditions will, at least, be required: 
Firat, the hishest development of the productive forces, the socialization 
of production and the accumulation of capital require the concentration of 
the organizations of production; second, this concentration of organiza- 
tions must provide enterprises with greater economic interests; third, 

the enterprises must be integrated on a voluntary basis. Without the 
above-mentioned conditions, we cannot obetinately assert that the enter- 
priees in which responsibility for profits or losses is now fully assumed 
by the administrative authorities concerned are taking sole responsibility 
for their own profits or losses. Otherwise, it is nothing but a distortion 
to the principle of assuming sole responsibility for one's profits or losses. 


As for the formula of transition, namely the transition from “the small 
collective" to “the big collective” and then to "the whole people" (the 
state ownership), though it used to be considered an inevitable one, we 

do not take it as the reflection of objective laws. Strictly speaking, 

the distinction between "the small collective" and "the big collective" 

is not scientific. In the past, the collective enterprises were divided 
into “the big collective” or "the small collective" according to the sub- 
ordinate relationship of the enterprises, and different treatment was given 
to different types of collectives. Such differentation is disadvantageous 
to the development of collective enterprises. As far as the collective 
enterprises ere concerned, of course, there are some differences in scale, 
the smaller ones or the bigger ones. Now the distinction between the small 
collective and the big one does not refer to the scale of the enterprise 
but is made in accordance with the subordinate relationship of the enter- 
prise. Those which are subordinate to the districts or above are taken as 
"the big collective” whereas the enterprises run by the streets or communes 
are regarded as “the small collective." Different political and economic 
treatment is given to different types of collective. Being of the same 
collective ownership, the big collective and the small one should not be 
divided into various grades and ranks according to their subordinate relation- 
ship. Thus, people are expecting to transit from "the small collective" 

to "the big collective" and then to state-owned enterprises. We would like 
to emphasize that the transition from "the small collective” to "the big 
collective” does not only mean the changes of its subordinate relationship 
and various kinds of treatment. Since one of the important features of 
“the big collective” lies in the fact that the responsibility for profits 
or losses is fully assumed by the higher administrative authorities con- 
cerned, it is obvious that the collective enterprise will lose its special 
feature--assuming sole responsibility for its profits or losses, when the 
transition from "the small collective" to "the big collective" is completed. 
Such a transition will adversely affect the growth of the productive forces. 


To be sure, however, our present collective economy, “the small collective” 
or "the big collective,” must develop from a lower level to a higher one 
and there must be a transition to a higher ownership. The problem which 
needs to be studied now is whether there must be a transition from "the 
emall collective" to "the big collective” and to the state ownership in 

the end. As was mentioned previously, according to Marx' assumption, the 
socialist public ownership of the means of production should be owned by 
the whole society or direct social appropriation in common. China's state 
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ownership ie a primary mode of direct social appropriation but not a higher 
one of direct social appropriation in common. In the course of the 
modernization of our socialist construction and in the process of the 
gradual withering away of the state, China's state ownership will undergo 
a transition to direct social appropriation. Direct social appropriation 
has two special features: firet, laborers are directly integrated with 
the means of production; second, the means of production are owned by the 
society. Neither the individual, nor the collective, nor the state has 
the right to own the means of production since this belongs to the whole 
society. Then the means of production are no longer taken as the 
foundation of management or appropriation but become a general material 
prerequisite for man's labor and social being; only the direct labor 

of producers is the foundation for running the means of production and 
appropriating the fruit of labor. The means of production which are directly 
owned by the society can only be managed by those who utilize them to 
engage in labor--namely, who directly engage in labor. To let the produc- 
tive laborers run the means of production is not because they own them but 
because they utilize them "to be consciously engaged in social labor in 
accordance with the common and rational plan." (Marx: Selected Works of 
Marx and Engels, “On Nationalization of Land," Vol 2, p 454) We take the 
view that in case of the two modes of the socialist public ownership, 
namely the collective economy in cities and towns and the state-owned 
economy, each has its strong as well as ite weak points. The state-owned 
economy is run by the state, ite means of production is regulated and 
utilized within the bounds of the whole society and it has a higher degree 
of socialization than the collective economy. Besides, it is easier for 
the state-owned economy to break down various kinds of narrow bounds and 
pay more attention to the interests of the whole. But ite main defect lies 
in the fact that the means of production and the laborers are not integrated 
very closely or directly; as far as the collective economy is concerned, 
the laborers and the means of production are linked fairly closely and 
directly within the bounds of a collective unit, and the laborers show 
greater concern over the economic results of the enterprise. However, 
owing to ite lower socialization, the collective economy is apt to grow 
cliquish and ignore the interest of the whole society. This is taken 

as a demerit of the collective economy. Therefore, in the course of 
China's modernization and the socialization of production, both the 
state-owned economy and the collective one should be encouraged to develop 
their strong points and overcome shortcomings, learn from »ach other and 
make up each other's deficiencies. In so doing, the two modes of our 
present socialist public ownership can constantly be perfected, drawn to 
each other and mixed together. They will finally pass over from the 
present ownership to the ownership of direct social appropriation. 


With regard to the above-mentioned reasons, we find it necessary to break 
the old formula of transition, namely the transition from "the small 
collective” to “the big collective” and then to state ownership. Otherwise, 
we are bound to take a roundabout course in our work and hinder the 
development of the collective economy in cities and towns--to put it 

more seriously, the collective economy will be led into a blind alley. 

In fact, this is an important issue of theoretical basis which concerns 

the orientation of development and the prospect of the collective economy 
in cities and towns. 
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The correct theory derived from practice is the basis for formulating our 
policy. The pernicious influence of the ultraleft line of Lin Biao and 

the “gang of four’ must be liquidated and various kinds of charges imposed 
on the economy of collective ownership be removed to give a push to the 
tremendous development of the collective economy in cities and towns; all 
the erroneous measures taken to discriminate against the collective economy, 
euch as treating it as a lower type of ownership, applying political 
discrimination and applying economic restrictions, must be thoroughly 
altered; without taking into consideration the level of the development of 
productive forces, any reckless movement to coerce the state ownership into 
“escalation” or “transition” must be stopped. In a word, in the case of the 
economy of the collective ownership, we must not apply the same policy as 
we did to the capitalist industry and commerce, namely the policy of using, 
restricting and transforming. Instead, we must take a policy of protecting, 
supporting and strengthening the guidance in order to promote the develop- 
ment of the economy of collective ownership in cities and towns. This is 
the basic policy that we should adopt and which is in accordance with the 
constant directions given by the party Central Committee and the State 
Council. 


To respect and protect the ownership and autonomy of the collective enter- 
prises in cities and towns is the decisive factor in whether the collective 
economy in cities and towne can be developed. For a long period, since 
people failed to grasp the nature and orientation of the development of the 
collective economy in cities and towns, the ownership of the collective 
enterprises was often encroached upon. Take the second department of light 
industry and affiliated organizations in our province, for example. More 
than 47 million yuan of collective funds were transferred gratis by state 
organs, mass organizations and state-owned enterprises or undertakings. 

The indiscriminate transfer of resources among collective enterprises should 
also be regarded as an encroachment on the ownership of collective enter- 
prises. Such an encroachment is entirely disallowed by the law and policy. 
It is suggested that the related regulations or rules of the party and the 
state be reaffirmed. From now on, should the resources of the collective 
enterprises be transferred indiscriminately on some pretext or other, the 
collective enterprises will have the right to reject this illegal practice. 
In addition, the bank is required to keep strict supervision over it and 
strengthen the management of collective funds. Responsibility must be 
affixed for those who abuse their functions and powers in transferring the 
resources of the collective enterprises indiscriminately. In serious cases, 
the guilty must be subjected to legal and economic sanctions. 


In collective enterprises, the rights of ownership and of decisionmaking 
are closely related. It is not enough just to recognize the right of 
ownership of the collective enterprises because without protecting and 
respecting their rights of decisionmaking, their rights of ownership will 
become idle talk. Since the means of production in the collective 
enterprises is collectively owned by the laborers of the enterprises, it 
goes without saying that enterprises must have the rights of controlling, 
utilizing and distributing their funds, means of production and products. 
For the past 20 years, especially due to the interference and sabotage of 
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Lin Biao and the "gang of four," not only have the rights of ownership of 
the collective enterprises been encroached on, but their rights of decision- 
making deprived as well. In case of production and materials, they are all 
decided upon by the higher organs or the state in a unified way. The 
marketing and purchasing of products are monopolized by the departments of 
commerce, Financially, it is the relevant companies of bureaus that assume 
full responsibility for profits or losses, and handle all revenue and 
expenditures in a unified way. Arrangements of manpower and cadres are 

also controlled by the authority concerned in a unified way. Such an 
excessively rigid control has stripped the collective enterprises of their 
rights of decisionmaking. In name, the collective enterprises are collec- 
tively owned but in fact, it is the state or the higher organs that have 

the final say in the matter, with only a few traditional characteristics 

of collective enterprises management retained. According to the nature 

of the economy owned by the collective, we hold that in the case of economic 
management, the collective enterprises must at least at present have the 
rights of decisionmaking as follows: under the guidance of state plans, 
enterprises must have the right to arrange production or to handle their 

own business according to the needs of the market; apart from the materials 
distributed by the state, they must have the right to purchase caw 
materials; they must have the right to market the products which are not 
purchased by the departments of commerce and foreign trade or the surplus 
products after being purchased by the higher authorities concerned; 
according to the principle of selecting the most qualified personnel, the 
enterprises must have the right to recruit workers or take disciplinary 
action against them (including the rights to demote or dismiss them); 
according to the wage policy of the state and economic results of collective 
enterprises, they must have theyr say in distributing the profits of 

workers and staff. 


Not only must collective enterprises have the right to carry out their own 
economic activities but the laborers of enterprises must be given the right 
of democratic management. Only by so doing can the enterprises manage 

to get the right to run their own business. The superstructure of the 
collective enterprises also needs to be reformed. In the past, people 

used to say “workers participate in management." In the case of the 
collective enterprises, I find this wording inaccurate. Saying that workers 
participate in management merely meant that workers were given certain 
authorities to participate in running enterprises but did not mean that 

the enterprises were dominated by the workers. In fact, workers were 

taken as manpower but not as masters of the enterprises. To show that 

the workers and staff are either producers or owners of the means of 
production and to integrate both of them closely, it is imperative to 
establish and perfect the system of assembly or the representative assembly 
of workers and staff. All major economic activities carried out by 
collective enterprises, such as developing plans of production, distribu- 
tion and utilization of profits as well as the well-being of workers and 
staff, should be discussed and decided by the assembly or the representative 
assembly of workers and staff which must really become the highest organ 

or authorities of the collective enterprises. Cadres at all levels of 
collective enterprises must be elected by the workers and staff. In 
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addition, supervisory organs should be set up and the role of trade unions 
brought into full play. By so doing, the workers and staff can fully 
exercise their power of being masters of their own house, 


Second, it is necessary to adopt a policy of supporting the collective 
economy in cities and towns, Our socialist national economy is taken 

in its entirety, the existence and development of the collective economy 
in cities and towns are not isolated: they are closely related to various 
sectors of national economy, state-owned enterprises and undertakings. 

It is impossible for collective enterprises to exist and develop without 
the support given by the authorities concerned and the cooperation from 
various economic units in cities and towns. Especially the state authori- 
ties concerned, the state-owned enterprises and undertaking are dutybound 
to fully support the development of collective enterprises in cities and 
towns. 


At present, the collective enterprises are very weak in technical forces. 
Take the second department of light industry and affiliated organizations 
in Liaoning Province, for example. The scientific and technical workers 
only account for 0.54 percent of the total number of workers and staff. 

If this situation remains unchanged, it will seriously hinder the 
development of a collective economy in cities and towns. Especially in 
the course of socialist modernization, as more and more advanced technology 
is widely introduce. and applied, it is obvious that our present technical 
forces are far from satisfactory and cannot meet the needs of economic 
development. Therefore, from now on, the collective enterprises must 
spare no efforts to train and select qualified personnel. Besides, the 
state should assign university graduates to new posts in the collective 
enterprises in a planned way and encourage superfluous technicians or 
technical workers in the state-owned enterprises to work in the collective 
enterprises. But we must start with solving the problem of political 

and economic treatment so that they are willing to work in the enterprises 
owned by the collective. 


In the case of materials, since the means of production were not taken as 
commodities for a long time, they are still basically distributed by the 
state in a unified way. Moreover, the supply of materials for collective 
enterprises in cities and towns has remained unsettled for these years. 
Some comrades take the view that even state-owned enterprises, let alone 
collective ones, do not have enough supply of materials. Therefore, it 
is right and proper to give priority to state-owned enterprises, putting 
the collective ones in second place. As far as the supply of materials 
is concerned, to promote the development of collective enterprises in 
cities and towns, it is nevessary for the collective enterprises, in 

some respects such as supply, production and marketing, to combine 
planned regulation with market regulation, improve method of planned 
management and pay attention to market regulation. As compared with the 
state-owned economy, the collective economy in cities and towns has its 
own specific features: first, business is run in more flexibility and 
varieties; second, products are smal] but numerous and third, it is good 
at adapting itself to the needs of the market. State unified planning 
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cannot and must not be all-inclusive. Take the second department of light 
industry and affiliated organizations in Liaoning Province, for example. 
Their products now cover more than 10,000 varieties and specifications; 
however, only a few hundred of them are placed under the state plan at all 
levels. According to the present economic system, the state will not 
distribute materials to the collective enterprises whose products are not 
placed under the state plan. Even if their products are placed under the 
state plan, the supply of materials distributed by the state will only 
insure 60 percent of what they need. In fact, market regulation has 
played a great role. Take the collective enterprises in the second 
department of light industry in Shenyang, for example. They manufacture 
wooden furniture and need over 40,000 cubic meters of wood every year but 
the state can only manage to provide 17,000 cubic meters or so--40 percent 
of what they need. To meet market needs, the purchasing groups were sent 
to the forest regions to buy huge amounts of wood at a negotiated price. 
Many collective enterprises had to try their utmost to use private 
influence to achieve their end. For many years, they have run their 
business by relying on personal channels and behind-the-scenes deals. A 
problem has thus arisen: shall we find a proper solution for those 
commodities that cannot be regulated by the state plan? Shal. we recognize 
that market regulations have played a greater role in the collective 
economy in cities and towns? We hold that we must broaden existing channels, 
open up legal ones and legalize, normalize as well as make public all the 
origins of materials purchased by collective enterprises. Many comrades 
have asked that more products of the collective enterprises be put under 
the state plan so that their need for materials, fuels and electric power 
can be satisfied. We take the view that under China's present system of 
handling goods and materials, in the case of the collective enterprises, 
their materials are mainly distributed by the state according to the 

state plan; however, the state cannot afford to supply all the materials 
they need. At present, the solution may be found through the following 
channels: 1) great efforts must be made to guarantee the supply to 
collective enterprises of material already fixed in the state plan; 2) in 
addition to the materials supply which is provided for fulfilling the 
production plan, enterprises should be given extra targets in reserve so 
as to arrange the production flexibly in accordance with the needs and 
changes of the market, and 3) positive measures should be taken to 
partially open the market of the means of production. In addition to 

the products which are in excess of a production target, overstockpiled 
and can be dealt with by the enterprises, the means of production which 

is distributed in unified way by the authorities concerned should be 

put together in the market. 


Moreover, there is a problem of funds that need to be supported. The 
development of collective enterprises in cities and towns depends mainly 
on their own accumulation. That is the way we have taken. Because of 
the shortage of funds in most of the collective enterprises, we have met 
with great difficulties in reforming an expanding reproduction. In 
addition to the poor management of the enterprises, one important reason 
for this is that the economic burdens such as taxation are too high 

and too heavy. Besides the payment of income tax to the state, the 
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collective enterprises in cities and towns have to pay many expenses--such 
as for people's defense, urban construction, overall planning and manage- 
ment--to local authorities. These revenues and expenses account for 

80 percent of the profits of the enterprises. It is necessary to levy 
taxes on them and draw a certain amount of tax payments and charges, but 
the problem now is that they are overtaxed. First, the tax rate is too 
high. In 1955 and 1958, the rate of income tax was 20 and 33 percent 
respectively. In 1963, after the eight-grade progressive tax was put into 
practice, the tax rate out of the profits of above 80,000 yuan has in- 
creased by 55 percent. In those years, the collective enterprises were 
amalgamated into big ones and their profits were generally over 80,000 yuan, 
so they had to pay the tax at the rate of 55 percent. Second, the starting 
point of the tax levies was too low. They had to pay whatever they gained. 
After the payment of other expenses, there was hardly anything left for 
them. How could they promote high-speed production then? The problem 

of taxation concerns the interests of the state, the collective and the 
individual. Therefore, overall planning must be made and all factors taken 
into consideration. We hold that enterprises must be authorized to accumu- 
late more funds and that taxes which are levied on enterprises must be 
reduced or remitted in a proper way. In fact, we must make concessions 

for the sake of future gains. By so doing it seems in appearance that 
state revenues will be reduced. But actually, whenever enterprises have 
accumulated more and more funds and the initiative of the workers and 

staff members have been brought into full play, the state tax revenues 

will be greatly increased to a high speed. So long as the collective 
economy is an important and promising part in the national economy, the 
state should provide financial support for the growth of the collective 
economy. In the case of making loans, the bank should relax restrictions 
on them and grant low-interest credits. 


We must adopt a policy of strengthening guidance over the collective 
economy in cities and towns. The correct leadership on the party and 
state is an important condition for the healthy growth and rapid develop- 
ment of the collective economy in cities and towns. The guidance provided 
by the party and the state for the collective economy in cities and towns 
mainly refers to the guidance of planning. Under this kind of guidance, 
the activities of the collective economy in cities and towns should be 
well coordinated with all sectors of the national economy and well combined 
with long-term interests of the whole society. In this respect, we should 
take more economic measures instead of administrative ones. While 
strengthening economic calculation, we must simultaneously bring into 

full play the role of price, taxation and credit as an economic lever. 

By so doing, we can avoid committing the errors of bureaucratism, manage 
to conform to the law of socialist economy, keep the merits and overcome 
the demerits of the collective economy in cities and towns. In addition, 
from the shortsighted viewpoint which takes no account of the general 
interest, we can prevent blind and illegal actions which are harmful to 
the interests of the state and the society so that the development of the 
collective economy will be suited to the modernization of socialist 
construction. 
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As far as we are concerned, in dealing with the collective economy, we 
must take the same measure as we have done in leading the rural economy, 
that is to say, we must promote vigorously the concept of "being rich" and 
allow parts of the collective enterprises as well as their workers and 
staff to get rich first by relying on their own efforts. Permission to 
get rich first means recognition of differences of certain kinds and that 
no egalitarianism is allowed. At the same time, of course, the interests 
of the whole should be taken into full consideration. While adopting 

the policy of allowing enterprises as well as workers and staff to get 
rich first, we must handle the economic work in a lively way but not 
control it rigidly. To this end, we should give full play to market 
regulation and encourage some competition among collective enterprises 

in cities and towns. As pointed out in “economic problems of socialism 

in the USSR by Stalin, there is no harm in making use of the law of value. 
Some comrades have worried that such a practice would lead to anarchy 

and bring about disturbances and chaos. But we do not think there is 
anything to be afraid of. Under the leadership of the party and the 
guidance of the state plans, no serious disorders will occur. We must 
encourage the collective enterprises to carry on the experiment boldly. 

In this respect, they may get ahead of the state-owned enterprises. 


Reviewing the past, facing reality and looking ahead, we have full confi- 
dence in the development of the collective economy in cities and towns. 

In a socialist country like ours, in which we have a poor foundation 

to start with, a big population and an underdeveloped economy, the 
collective economy in cities and towns will show its great vitality and 
bright prospects. If we study hard, master the law of socialist economy, 
have correct theories for guidance and a series of practical and effective 
policles and manage to reform the existing system of economic management, 
the collective economy in cities and towns will forge ahead vigorously 
along the socialist road. 


CSO: 4006 
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NATIONAL ECONOMIC POLICY 


COKRELATLON BETWEEN PRICE POLICY, INTEGRITY OF COMMODITY STRUCTURE STRESSED 
Shanghai WEN HUI BAO in Chinese 24 Dec 79 p 3 


[Article by Tao Yuehi [7118 0645 0037): "Price Policy Must Be Beneficial 
to the Integrity of Commodity Structure") 


[Text] Price is the value of commodity reflected in money. Whether or not 
the price of a commodity is reasonally fixed is significantly related to 
the development of that commodity and to the integrity of its structure. 


By “commodity structure” here is meant the composition of the various kinds 
of commodities which, as a means of livelihood, belong to the category of 
induetrial products. Commodity structure is the result of a historical 
process; ite composition varies under different levels of productive power. 
Prior to liberation, because of the backwardness of old China's productive 
power and the modesty of people's etandards of living, the commodities 
required by the people then were mainly coarse cloths, plain meals, shoes, 
hats, apparels, trousers and the like. They could afford to buy neither 
watches, sewing machines and bicycles, nor were there any high-class 
commodities like television sets and cameras available to them. After 
liberation, as a result of the development of our productive power and an 
elevation of the people's standards of living, commodity structure also 
underwent some changes. Today, watches, sewing machines and bicycles have 
already become required products of the vast ranks of the people, and the 
supply of high-class products like television sets and cameras also can 
hardly meet their demands. According to information related by relevant 
departments, the pattern of consumption on the part of the people of Shanghai 
shows that about 50 percent of people's income is spent on eating, 30 percent 
on clothing, and 20 percent on items for use. The composition of commodities 
regarding items to be worn and use is roughly this: high-class, durable 
items such as television sets, sewing machines, watches and bicycles make up 
about 20 percent; middle-class items such as knitted and cotton fabrics and 
ceramic wares make up about 50 percent; and low-class commodities such as 
daily amenities and ordinary metal products make up about 30 percent. Today, 
the supply of high-class products is far from meeting current demands and 
therefore needs to be vigorously developed; middle-class commodities should 
be “upgraded and replaced"; and among the low-class products, some should 

be compressed and some should be eliminated. What is meant by high-class 
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products here can be only relative. Along with the development of science 

and technology, today's high-class products, when developing to a given 

point, are liable to become middle- and low-class products then. This telle 
us that in order to satiefy the daily increasing demands »f the people, in 
order to maintain a balance between production and needs, +e must constantly 
and conactously seek to achieve certain integrity of our commodity structure. 
Whether price is reasonably fixed ise one of the important factors contributing 
to the integrity of this commodity structure. Then, in what way would price 
be beneficial to the integrity of the commodity structure’? I think the 
following aspects should be considered: 


A price fdér‘a commodity should be beneficial to any eventual accommodation 
of a higher value or compensation of a lower value of that commodity. 
Wherever there is commodity production and commodity exchange, the Law of 
value is bound to play ite role. If we go against this law of value while 
fixing the given commodity price by making the price far higher than the 
value or by making the price lower than the value for long periods of time, 
then a situation would emerge where the production of certain commodities 
would yield a surplus whereas the supply of other commodities would encounter 
shortage. in the market today, for instance, why should there be a shortage 
in the supply of colorful ceramic face-basins but a stockpile of plain 
ceramic face~basins? According to pertinent understanding, this is because 
the work-hours spent on the production of colorful face-basins are 33 percent 
higher than those spent on the plain ones, and hence a 25 percent higher 
coset for the former; yet its price upon entering the market from the factory 
is fixed at only 15 percent higher than the latter. As a result, the value 
of colorful face-basins is reduced from its original 60 percent to only 

40 percent, whereas that of plain ones is increased from its original 40 per- 
cent to 60 percent. In a situation like this, the use of administrative 
measures simply will not do, and there is a need to do things according to 
the law of value. If the price for colorful face-basins happens to have 
been fixed too low upon entering the market, it should be raised. Sometimes 
in order to accelerate the production of short-line commodities and compress 
the production of long-line commodities, on the basis that a consistency 
between price and value be always maintained, it is permissible to raise the 
price of the former some more and reduce the price of the latter some more: 
this is beneficial to any eventual accommodation of a higher value or 
compensation of a lower value of the commodities in question. 


A price for a commodity should facilitate its eventual renovation and replace- 
ment. In the attempt to achieve certain integrity of the commodity structure, 
an important aspect of the effort is to enable new products to pour forth 
continuously, with out-of-style, obsolete old products gradually eliminated. 
Our achievements have been great in this regard since liberation, but they 

are still not quite adapted to the people's demands. In the case of certain 
commodities in our market, their style from the days of the grandfather to 

the days of the grandson simply never changes. In the case of others, the 
style lasts even longer and there is hardly any change in that old fashion. 
How can this situation be changed? What is required here is namely an 
economic policy that encourages commodity renovation and replacement. 
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The Shanghai lhermos Bottle Plant No 1 has designed and teat=produced a 
pressurized thermos bottle, The style of this bottle is very refreshing; 
one need only press the key flap at the top and the water will come out 
automatically. Thies te at the 1970's level, It te demanded in the market 
at home and abroad. But ite selling price ia fixed too high and few will 
buy it. This te mainly becauee there are too many externally coordinated 
processing steps involved, and each such additional coordinating plant also 
requires an additional processing fee and leads to an additional tax. Then 
would it do if a plant eliminates such coordinated processing steps as much 
as possible and carries out its production on its own aleo as much as 
possible? Of course it would. But this would lead to a plant attempting 

to become big and complete, or to remain emall but aleo complete, in its 
operations. In this regard, I think it is precisely the price policy that 
must accommodate a type of measure encouraging renovation. Apart from the 
possibility that the taxation departments may reduce or eliminate the tax 
for a renovated product, may we not also provide some remedial measures 
while examining the processing price, the commercial profit, and the economic 
indicators for the enterprise in question’? We must both help an enterprise 
to discover ite potential, to renovate and to reduce its costs, and wake it 
worthwhile for the enterprise to test-produce new products and to produce 
such new products. When there is renovation, there gust also be replacement. 
In respect to those old commodities that become stockpiled easily without 
being gotten rid of for long periods of time, there should also be pertinent 
measures in fixing their price. For instance, in some cases the tax should 
perhaps be increased, in others the price should perhaps be reduced, whereas 
in still others there should perhaps be an entrenchment in investment. It 
is by way of these measures that we may hope to accelerate a constant 
replacement of existing commodities. 


A price for a commodity should help assure 4 constancy and a balance in its 
supplies. Today, there are not a few commodities whose supplies have fallen 
ehort because, perhaps, of suddenly increased demands; there is hence a 
dislocation between supply and demand. May we not, in the case of such 
commodities, adopt a policy to accelerate their production and raise their 
price, or to fix a price in order to encourage such accelerated production 
in a given period? in this regard, we can certainly do a lot of thinking. 
Insofar as the ceramic products for daily use in Shanghai are concerned, 
production has followed a line of increase straight up, but patterns and 
variations of these products have somehow been greatly reduced. The amount 
of ceramic products produced in 1977 represents a 121 percent increase com- 
pared to that in 1976, yet variations of these products are reduced by 

177? (tems. For example, production of certain items welcomed by the masses, 
such as the l3-mm cup, ceramic foot-warmer, the 22-mm pers immon-shaped 
spittoon with a rubber-ring bottom and the like, has already ceased at 
different points, whereas the supply of the vase-shaped, tall-legged spittoons 
has long fallen short of demand. What the people require of such products is 
not only that there must be great quantities, but also that there must be 
plenty of variations. This practice of increasing production but decreasing 
the variations of the products today obviously fails to adapt to the needs 
of the people. In respect to this, we must seek a vigorous measure in our 
price and adopt an economic policy that will help assure a constancy and a 
balance in the supplies and the variations of commodities. 
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in the matter of price policy, why have we not been able to achieve at a 
high epeed the integrity of our commodity atructure? Thies may be related 
to the fact that our thinking hae been restrained by certain conventions. 
Therefore, in order to correctly underetand Marxiem concerning value, price 
and the law of value and questions of economic theory of the like, we need 
to study, discuss and clarify several questions to begin with. 


First, are we not allowed to readjust the prices of certain commodities 
simply because we want to stabilize prices in general? Comrade Hua Guofeng 
atated very clearly in hie “Report on the Work of the Government" before the 
Second Session of the 5th National People's Congress: “Our prices suet 
remain fundamentally stable, otherwise disorder in our economic life will 
result; but we must also make timely readjustments when necessary, otherwise 
there will be a hindrance in the development of our production.” Yet for a 
long time some comrades have taken the matter of stabilizing our prices 
directly as a matter of freezing our prices, thinking that, since we wish to 
utabliize prices, we should not be allowed to readjust the prices of certain 
commodities. This is a partial, mechanical understanding of our effort to 
stabilize prices. Our effort to stabilize prices is reflected, I think, in 
two aspects: One is that in the overall situation the level of our prices 
must be stable and, along with the development of our production, it should 
also go down somewhat. But this by no means precludes the possibility that, 
on the premise of stability in the overall situation, there should be nec- 
essary readjustm@ents in respect to certain commodities so as to accommodate 
increases and decreases. Otherwise, prices will become frozen. The other is 
that the planned prices of certain necessities in people's life, like grain, 
cotton and ofl, should be stabilized; otherwise, people's thinking will 
become unstable. This is something to which we must pay attention. But this 
by no means precludes the possibility that the production rate of certain 
commodities becomes higher, while their cost becomes lower; hence prices of 
these commodities should be lowered accordingly. Nor does it preclude the 
possibility that the cost of certain new products is relatively high; in 
order to encourage the production of certain commodities, their prices are 
duly raised. 


Second, will a reduction in prices necessarily affect our income in public 
finance’ In the case of certain commodities, their prices are far higher 
than their values and their supplies in the market can never meet the demands. 
As a matter of principle, the prices of these commodities should be reduced 
in order to expand their sales and minimize their stockpiles. But it is 

said that the departments concerned are worried that such a reduction in 
prices would reduce income in our public finance and they therefore often 
hesitate to carry out the price reduction. Of course, after such a price 
reduction, income is bound to be reduced as well to some extent in a specific 
period and we should thus maintain a prudent attitude in carrying out the 
price reduction. But we must also see another aspect, and that is that after 
such a price eduction the commodity would be sold in greater quantity at a 
lower profit; this would expand ite market, accelerate its consumption, and 
in turn ir crease income in public finance. A price reduction would also be 
equivale.t to an increase in the income of the workers and peasants, an uplift 
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in the people's living etandards, and a boost in the mobilization of the 
enthusiasm of he workers, peasants and toiling people in production. 
Gradual, pertinent reduction of the price of industrial products should be 
able to aleo to prompt the enterprises to adopt new technology and new 
craftemanship, to improve their management and control, heighten their labor 
productivity, and reduce their cost, Such a price reduction for the industrial 
products is an inevitable trend of development and carries a certain law. 
Take glase cups a8 an example: during the early period of their production, 
they were a high-class item for the nobility and sold at so many taele of 
silver per cup; but now they have become extremely common articles used in 
people's daily life. 


Third, while practicing planned pricing, may we not also work out some 
floating prices’? Practice has proved that in our current commodity 
exchange, planned readjustment alone would not suffice; planned readjust- 
ment must be comb'ned with market readjustment. This is bound to involve 
the prices of commodities, and it is also necessary for us to rely mainly 
on planned pricing, which ts to be further supplemented by appropriate 
floating prices. But some comrades have chosen to put planned prices in 
complete opposition to floating prices, thinking that planned prices are 
socialistic while floating prices are capitalistic. This kind of under- 
standing is obviously erroneous. Under condi.iions of socialism, planned 
oricing ie our main policy: this is unshakable. Buc because of the diversity 
{ commodities, the changeability of production, and the complexity of the 
supply-and-demand relationship in the market, the amount of value contained 
in the commodities also constantly undergoes t»orough changes. Therefore, 
it would be beneficial to activating the market, readjusting the supply-and- 
demand relationship, and managing the businesses on hand more flexibly if 
we should adopt a policy to give certain commodities a range of floating 
prices under the general premise of planned pricing. 


Premier Zhou pointed out in 1956: “Because of the triumph of our socialist 
transformation work, the socialist economy has already occupied an absolutely 
perdominant position in our country. This makes it possible for us to 
better use the law of value to an appropriate extent in order to influence 
‘he production of those industrial and agricultural products which require 
no uniform purchase and sale by the state, which are of limited output value, 
and which are diverse in kinds so as to satisfy the people's diverse needs 

in life.... Under the leadership of the state's unified market, a part of 
the free market shall be organized according to plan; within a certain limit, 
the self-production and self-sale of certain products shall be carried out; 
the method of selective purchase with respect to certain industrial products 
for daily use shall be applied; with respect to all commodities, the method 
of grading and pricing them according to different grades shall be carried 
out; ete. The adoption of these measures will not only not affect the state's 
mified market but, on the contrary, will have a beneficial, supplemental 
effect on the state's unified market." Although this message was uttered by 
*remier Zhou gore than 20 years ago, it still sounds so warm and forceful and 
full of realistic meaning when we read it today. It is the important basis 
for us to correctly formulate and carry out our price policy today. 
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NATIONAL ECONOMIC POLICY 


REFORMS IN CAPITAL FUND MANAGEMENT DISCUSSED 
Tianjin TIANJIN RIBAO in Chinese 5 Mar 80 p 3 


(ervtete by Lin Guang [2651 0342): “Several Opinions on Raising the Level of 
cumulation by Strengthening Fund Management” 


[Text/ China's fund management system is like its system of managing the 
entire national economy, vg Sar y with primary emphasis on admini- 
strative management methods. is kind of management has become unsuited to 
the development of the national economy. The main lems existing at 
present are the following: management is excessively centralized, adversely 
affecting the enthusiasm of enterprises for being concerned about the 
effects of utilizing funds; the state rarely uses economic levers such as 
profit, tax revenue, bonuses or credit to promote enterprises to improve 
their operational t and bring into full play the effectiveness of 
funds; and state m als allocation is irrational, with shortages occuring 
requiarly and goods not finding markets. This has necessarily created a 
large accumulation of inventory of materials and equipment and caused a 
serious waste of funds. This situation should be changed. I am here 
raising several preliminary opinions for your study and reference. 


1. Correctly handle the relationships between the state, the enterprise 
and the individual, closely linking the interests of the three. 






At present, the key to handling well the three relationships lies in doing a 
job of handling the relationship between the state and the enterprise. 
power of self-determination over operations must be handed over to the 

enterprise. The amount of profits retained by the en se must be linked 

to the quality of enterprise ations. The amount of to each 

individual must be linked to the quality of his or her labor and the size 

of his or her contributions. In their economic reforms, all the countries of 


Eastern Europe stressed the state giving the en se the right of 
self-determination over operations. A number of countries have ~ 
lated that systems of bonuses and percentage retention be carried out wi 


enterprise profits, leaving a portion of enterprise gains as a share out 
bonus fund for the enterprise. The greater the gains of the enterprise, the 
more share out bonus funds it receives. The enterprise is entirely in charge 
of how the share out fund is to be utilized. One portion is used for bonuses 
to enterprise managers and staff and workers. The bonus received by an 
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enterprise manager may be as high as 30 percent of his or her basic annual 
wage. The remainder may be distributed proportionally according to the 
basic wages of the staff and workers (including the managers). In this way, 
when the enterprise has a gain, it is profitable to all three, the state, 
the enterprise and the individual. When the enterprise does not make a 
profit, {ts managers and al] its staff and workers can only make their basic 
wages. If an enterprise suffers a loss, a deduction 1s made in the basic 
wage of its leaders. Some countries stipulate that managers and other high 
level leaders may have 25 percent of their basic wages deducted; middle 
level leaders may have 20 percent of their basic wages deducted; but the 
basic wages of general staff and workers remain the same. This method is 
good for bringing into full play enterprise initiative in strengthening 
mangement, paying attention to effectiveness and increasing accumulation, 


2. Change the method where the state issues funds to the enterprise without 
charge, and implement a system of bank loans. 


China's capital investment is done through state financial appropriations 
which do not need to be repaid. This method has numerous drawbacks. It 
should be changed to a method of loans by the Construction Bank. Because 
loans must be repaid and they bear interest, they can lead enterprises to 
take the least amount of loans possible, make the most of funds and acceler- 
ate the pace of project construction, so that work begins earlier and they 
»egin operations earlier. When additional loans are requested because work 
cannot be completed on time, consideration may be made to increasing the 
interest charged. Furthermore, we should lower the interest on loans 
for those items which are built and put into operation ahead of schedule. 


with a view to taking care of the present actual situation where enterprises 
accumulate excess inventory of materials and have a slow turnover of funds, 
we should in like manner change enterprise circulating funds from financial 
s! locations to bank loans. We may give preferential treatment with low 
nterest rates to those enterprises with high-grade products, high output, 
low consumption or low costs. We should raise the interest rates for those 
‘aterprises whose management of operations is not good and who exceed their 
corms for reserve loans. Moreover we should set a deadline for them to 
chance and if they do not meet it, we should cut off loans to them to force 
‘he enterprises to adopt measures as quickly as possible to handle their 
accumulated materials and improve their management of operations. 


3}. wocess Now enterprises may consider increasing their profitability 
targets, and get enterprises to continuously raise the level of their 
accumulations. 


rofitability is the most fundamental synthetic indicator reflecting the 
cuality of the entirety of an enterprise's operations. It explains the 
economic results obtained by each yuan of funds. Generally speaking, if 
ne total amount of profits does not change, the more funds an enterprise 
uses, the lower its profitability; and the less it uses, the higher its 








profitability. The portion of enterprise profits retained should be 

raised appropriately for those enterprises which use less funds with a 
faster turnover and which have high returns to funds. In the opposite case, 
the portion of profits retained should be lowered. If an enterprise 1s not 
operated well and suffers a loss, not only should no profits be retained 
but ft should be investigated to find out who 1s economically responsible. 
This will help get the enterprises to strengthen their economic accounting, 
increase their profitability and raise the level of their accumulation. 


In order to speed up capital turnover, regulations for handling materials 
kept too long in stock which affect the rate of turnover should be changed. 
For exemple, the systems of uncompensated transfer and handing over income 
at current prices to higher authorities should be reformed, allowing an 
enterprise to be empowered to se]! excess unused equipment and materials 
and to rent out equipment, means of transport and the like which are tempo- 
rarily not being used. The income received should be given to the enter- 
prise to keep to develop production. The advantage of this way of doing 
things is that it can spur enterprises to change “dead” materials into 
"live" ones. At the same time, it should be stipulated clearly that the 
enterprise is empowered to write off obsolete materials and scrapped proper- 
ty which are Ss on the balance sheet but which cannot be used, so as 
to eliminate these false phenomena which dazzle people. 


4. In order to make the most of capital funds, the levying of a tax on 
capital funds used by an enterprise merits consideration. 


The so-called capital funds tax is a tax levied as @ certain proportion of 
the total funds used by an enterprise. This is a kind of property tax; that 
is, mo matter whether the enterprise makes a profit or not, it must hand over 
the stipulated tax. If it does not pay on time, a fine may be levied on it. 
The function of a capital funds tax is to link the financial obligations 
which the enterprise hands over to higher authorities to the amount of 
funds which it uses. When an enterprise uses more funds, its financial 
turnover obligations increase; in the opposite case, they should be reduced. 
In order to reduce its tax and increase its profits, an enterprise wil! 
use the least amount of funds possible, promptly sell excess and idle 
materials and equipment, speed up capita! funds turnover and raise the 
utilization efficiency of funds. 


In their economic reforms, most of the Eastern European countries have adop- 
ted this method. But they do not call it a capital funds tax. They give 

it the euphemistic name of “fund fee.” The name is different, but the 
content remains the same. Poland levies a fund fee of 5 percent only on 
fixed funds. The fund fee rate in East Germany is 6 percent, while in 
Bulgaria it varies from 2 to 5 percent. Both of them levy a fee on all of 
an enterprise's funds. Moreover, they adopt different fee rates for 
different enterprises. Some calculate according to book value and some 
deduct for depreciation. Even though the methods differ, the goa! is 

always to reduce the use of funds and spur the enterprises to sel! off their 
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excess production facilities and overstocked materials reserves so they can 
be put into production anew to create wealth for society. 


5, Strengthen the scientific nature of materials management and increase 
the turnover of funds. 


To take care of the abuses of excessive centralism in China's materials 
management, we can consider operating on the management principle of combin- 
3 plan and market in our materials management system and organically 
unite planned management to develop the national economy with the energetic 
role played by the commodity market. We must change the method of allocat- 
ing commodities by the materials departments and institute a system of 
contracts. That which is not done according to contract should be looked 
into to determine the economic responsibility. The only way an enterprise 
can totally carry out economic accounting is if it is given the right to 
manage the majority of materials. This will create proper conditions for 
strengthening the scientific nature of materials management. 


The key to the scientific nature of materials management lies in maintaining 
a scientific amount of inventory. Materials and equipment have a dual 
nature: one is a material form and the other is in the form of funds. An 
overstocking of materials or equipment signifies idle production funds. 
Therefore, looking at it from the standpoint of funds, the smaller the 
inventory the better. But materials and equipment are essential for manu- 
facturing goods. in order to ensure that production is carried out smoothly, 
it is always hoped to keep a little more inventory on hand for contingen- 
cies. This requires the enterprise to strengthen the scientific nature of 
its handling of goods and materials to handle this contradiction correctly. 
We want neither the more the better nor the less the better. A scientific 
inventory requires “four cannots," that is, it cannot be “too much, too 
little, too late or too early.” “Too little and too late” raise the danger 
that production may be held up, while “too much and too early” will prolong 
the turnover period of qoods and materials and add a series of storage 
expenses. Therefore, to determine the amount of inventory to maintain we 
must do in-depth investigation and study and repeated calculations. 





The amount maintained is the general name for the amount of inventory we 
analyze and determine. In practical management, it includes three kinds of 
inventory levels, that is, standard storage, scientific minimum storage and 
maximum storage. The so-called “standard storage" is the amount that must 
be maintained in the warehouse under any conditions. It is also called the 
safety level of storage. Minimum storage indicates that when the inventory 
reaches this level, orders should be placed to replenish it. Because of 
this, the minimum storage is also called “the order point.” Maximum storage 
is the upper limit for ordering replenishment materials. When this limit 
is reached, it tells the enterprise that it no longer needs to order 
replenishments for inventory. 
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In managing a maintenance level, it is necessary first of all to determine 
the minimum storage; then to decide the economic level of orders, that is 
to order according to this kind of economic batches, where the replenishment 
costs are lowest and the goods are economically the most worthwhile; finally 
to add together the minimum storage and the economic order level to obtain 
the maximum storage. The standard storage lies between the minimum and the 
maximum storage. In the process of deciding the three kinds of storage, 

the determination of the economic order level is the most complicated. 

There are numerous methods of calculating it, the simplest and most commonly 
used of which is the periodic method. That is, the economic order level is 
determined by the production period and the number of orders per period. 

For example: A paper mill needs 100 tons for each month's production and 
places two orders per month. Then each economic order level = 100 tons + 2 
= 50 tons. If four orders are placed each month, then divide by four and 
each economic order level becomes 25 tons, and so on by analogy. 


To have a scientific inventory maintenance level, we must stil] have a sci- 
entific withdrawal system and procedures before we can achieve the antici- 
pated results. First of all, we must do a good job of guarding the materi- 
als withdrawal pass. Personne! making withdrawals must persist in holding 
to the stipulated systems and procedures and not violate them. Storehouse 
management personne] must have a good grasp of the pace of production of 
the units ty withdrawals and strictly control their consumption quotas. 
Materials used in production must be sent to the site at the appropriate 
time and with the appropriate quantity and quality, a) lowing and 
materials to circulate unimpeded like flowing water, forestalling their 
stopping up and stagnating. This requires storehouse management personne] 
regularly to go out to the worksites to gain firsthand knowledge of matters. 
When they discover a “small storehouse” selfishly maintained by a unit, 
they must rapidly take care of it. If they do not, goods and materials wil! 
pile up, living materials will die and making full use of funds and speeding 
up their turnover wil’ become empty phrases. 


To sum up, fund management is a matter which is very complex, quite import- 
ant, multifaceted and which urgently must be solved. We should pay serious 
attention to looking into this question in order to make suitable contribu- 
tions to China's four modernizations. 
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ECONOMIC PLANNING 


GUANGZHOU TO BUILD TEN SATELLITE TOWNS 
Hong Kong WEN WEI PO in Chinese 18 Dec 79 p 3 


[Article: "Canton Delegation on Prospects of Canton-Hong Kong Economic 
Cooperation: Canton Plans to Build 10 Satellite Towns; Welcomes Proposals 
by Hong Kong and Overseas Enterprises to Participate in Development ; 
Exploitation of Oilfields in the South China Sea and Promotion of Chemical 
Industries Will B.nefit Both Canton and Hong Kong") 


[Text] After approval by the State Council, Guangdong Province will, 
beginning next year, take the first step forward in reforming the economic 
management system by applying special policies and flexible measures. 
Therefore, in foreign trade, in the utilization of foreign capital, and in 
the importation of advanced technology from now on, Canton Municipality will 
also enjoy greater autonomy and flexibility, Canton Municipality will build 
10 satellite towns in the vicinity of the municipal area (similar to Taipo, 
Shatin, and others in the Hong Kong area), and also expand in a planned way 
the realm and scale of cooperation with the brethren of Hong Kong and Macao 
and with foreign industrial, commercial and financial circles. In a seminar 
sponsore. by the Hong Kong Chamber of Commerce yesterday, Cao Yunping (Head 
of the Planning Commission of Canton Municipality), chief of the Joint 
Management and Compensatory Trade Delegation of Canton Municipality, and 

Mai Yang (Deputy Head of the Planning Commission of Canton Municipality), 
deputy chief, revealed the above situation. 


In response to the inquiry by Mai-li-jao, member of the Executive Council 

of the Chamber of Commerce, the chief and deputy chief of the delegation 
stated that the concept concerning the Canton Municipality's 10 special 
industrial districts (i.e., satellite towns) would not only allow Hong Kong 
companies to participate in their planning but also welcome Hong Kong and 
overseas enterprises to propose schedules and methods for their construction, 
Plans on joint management or on independent investment in these special 
industrial districts would also be welcome. 


Deputy Chief Mai Yang especially pointed out Canton's special industrial 
districts would be different from the special districts of Shun Chun and 
Zhuhai. There are particular Special District Control Regulations for the 
latter which provide special treatment for investment and management and 
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foreign exchange control in the districts, As for Canton's special 
industrial dietricts, they are like the satellite towns of Taipo and Shatin 


in Hong Kong. 


When he broached the exploitation of oilfields in the South China Sea, the 
chief and deputy chief of the delegation indicated that the method of public 
bidding was going to be adopted eo that the Petroleum Ministry in Beijing 
would cooperate with the successful bidding company in the exploitation. 
Exploitation of oilfields in the South China Sea would be greatly inducive 
to the development of Canton, and would also bring benefits to Hong Kong. 
Petroleum and chemical engineering industries would become the focus of 
Canton's development; the state would invest in the extraction and refining 
of oil while the focus of Canton's work would be centered on the three 
processing stepe for oil products, namely the production of oil by-products. 
Oilfields in the South China Sea have thus opened up broad vistas for the oil 
and chemical engineering industries of Canton. In the future, Canton should 
be able to set up plants to produce plastics, synthetic fibers, synthetic 
detergents, cod oil, dyes and chemical engineering raw materials of the like, 
Hong Kong manufacturers have high hopes for such a development; Canton 
Municipality, too, places great emphasis on this. As for the construction 
of petroleum and chemical engineering industries, there may be many concep- 
tualizations. It may begin with plants for the production of ethylene, 
benzene and products made from benzene; it may also begin with other 
products. In a word, investment and cooperation are welcome. 


9255 
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ECONOMIC PLANNING 


TIANJIN MEETING DISCUSSES ENTERPRISE CONSOLIDATION PROBLEMS 
Ttanjin TIANJIN RIBAO in Chinese 6 Mar 80 p 1 


[Article: “Concentrate Energies In a Down-to-Earth Manner to Do a Good Job 
of Enterprise Consolidation" 


rents Recently, the Industrial and Communications Political Bureau of the 
janjin Municipal CCP Committee and the Municipal Economic Committee jointly 
held a meeting to exchange experiences in enterprise consolidation and capi- 
tal readjustment in Tianjin Municipality's industrial and communications 
system. The meeting introduced the experiences of the Tianjin Municipal 
Weighing Apparatus Factory, Knitted Sportswear Factory and Electronics 
Instrument Plant with Comrade Teng Xiaoping's important report and their 
doing a good, down-to-earth job in enterprise consolidation. 


Comrade yang Huihao (2799 1979 3185), of the Standing Committee of the 
Municipal CCP Committee, gave a speech at the meeting. 


Last year, factory enterprises on Tianjin's industrial front won initial 
success in grasping firmly the work of enterprise consolidation according 
to the arrangements of the Municipal CCP Committee. A checkup reveals that 
some enterprises which have been consolidated have indeed changed their 
backward appearances, have leading groups which are united as one, have 
concentrated their energies on carrying out the four modernizations, and 
have raised the quantity and quality of their products. Enterprise econom- 
ic results have made a marked turn for the better and the socialist 
activism of the staff and workers has surged. We should thoroughly approve 
of these enterprises. However, there is still a very large gap between 
Tianjin's enterprise management and that of China's advanced provinces and 
municipalities, as well as foreign advanced management techniques. During 
the 10 years when Lin Biao and the “gang of four" were running amok, any 
effective systems of rules and Hy vate in the enterprises were practi- 
cally wiped out; after the Great Cultural Revolution a large number of 
young workers entered the factories who did not understand and were not 
accustomed to the sense of organization and of discipline in a modern 
factory; and the minds of some enterprise leaders are not entirely emanci- 
pated--they have reservations and cannot dare to run things with perfect 
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assurance, Because of this, the phenomena of poor product quality, high 
materials consumption and great waste are stil) present to different degrees 
in our industrial enterprises. We Should have a thorough and clear under- 
Standing of this. In particular, the 20 months when the agents of Lin Biao 
and the “gang of four" in Tianjin kept the lid on the exposure and repudia- 
tion of the “gang of four" caused the pace of our municipality's enterprise 
consolidation to fall markedly behind the advanced provinces and municipal- 
ities, Under these conditions, we definitely cannot be satisfied with the 
situation, At least we must restore things to the level of before the Great 
Cultural Revolution as quickly as possible, or to the level of the 50s, and 
then advance to the even higher level of management of the 70s and 80s. 


Because of this, the meeting emphatically pointed out that we must clearly 
understand the importance and necessity of enterprise consolidation and 

raise our consciousness of it. The Municipal CCP Committee is preparing to 
resolve to promote the matter firmly for a year and strive through consoli- 
dation to transform and elevate the vast majority of industrial enterprises 
in Tianjin and to fight to catch up with the advanced domestic levels. 
Leaders of the industrial enterprises must also make a great resolve to be 
prepared for their sweat to flow and the pounds to fall off as they concen- 
trate their energies on doing a good, down-to-earth job of enterprise consol- 
idation. 


The key to doing a good job of enterprise consolidation lies in the leading 
groups, particularly in the vitality of their frame of mind. Comrade Deng 
Xiaoping pointed out that we must have a contingent of cadres which persists 
in taking the socialist road and which has professional Knowledge and capa- 
bilities, and that this is one of the four preconditions for realizing the 
four modernizations. The meeting pointed out that in the present consolida- 
tion, we must take Comrade Deng Xiaoping's report as an important ideological 
weapon in consolidating the leading groups. We must link it to the reality 
of our thinking and our work, strive for effectiveness, and do a good job of 
Studying it seriously. At present we have a large number of leading cadres 
of many enterprises who conscientiously carry out the four modernizations; 
but there are also a smal] number of comrades whose spirits are unbuoyed, 
who are passive and fear difficulties, who muddle along, who prefer to 
position themselves in the middie, who are not conscientious in carrying out 
affairs and whose demands are not strict. How can this attitude carry out 
the four modernizations? Because of thés, we must on the one hand smash 
the mental shackles imposed on some of our comrades by the “gang of four,” 
using the study of Comrade Deng Xiaoping's important report as our instru- 
ment. On the other hand, we must expend forces to grasp tightly the consoli- 
dation of leading groups and build up crack units which can lead in building 
the four modernizations. Combining this with capital readjustment, we must 
carry out an evaluation of cadres’ work. We must remove from their posi- 
tions of leadership those extremely few individual cadres who do not carry 
out the policies of the Third Plenum of the CCP, who engage in factionalism 
and who violate the law or ignore discipline. 
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The as te called upon industrial enterprises to maintain high standards 
and strictly demanded that they have an a)l-round plan, at least for this 
year, which 1s broken down into stages, sets targets, gives prominence to 
key points, handles things in a down-to-earth way and which actually achieves 
results. In the consolidation we must pay attention to joining the object- 
ives of struggle with concrete measures for consolidating enterprise manage- 
ment, to joining management by specialists with mass management and, by 
rectifying the awards system, to joining the interests of the state, the 
collective and the individual. 


[ne meeting also made specific arrangements on how to combine the work of 
enterprise consolidation and capital readjustment. It called n all units 
to adopt the spirit of not letting up for a single day during the 1980s, to 
get going immediately, to study seriously Comrade Deng Xiaoping's important 
report, to concentrate their energies and really to do a good job of 
enterprise consolidation. 
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ECONOMIC PLANNING 


"JINGJI GUANLI' DISCUSSES PROFIT RETENTION 


HKO51535 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 1, 
15 Jan 80 pp 19-20 


[Article by Gao Wenxiang [7559 2429 4161) of the Hardware, Alternating 
Current and Chemical Industry Company, Liaoning Province: "Several Problems 
on the Trial Implementation of the Profit Retention System by Commercial 
Enterprises") 


[Text) The trial implementation of the profit retention system by commercial 
enterprises is an important reform of financial management. It will become 
a powerful means for improving the management of enterprises. To sum up 
experiences and promote the implementation of the system, this article is 
intended to probe into several problems on the trial implementetion of the 
system. 


I. An Enterprise's Self-allocation Right for the Profit Retentiow Fund Must 
Be Guaranteed 


The profit retention system defines the sphere in which the profit retention 
fund and the manager (factory director) fund that is drawn from the profit 
retention fund is to be used. It also stresses that the funds must be 
strictly used within stipulated limits and according to plans that have 
already been approved by higher authorities. There should be no overspend- 
ing and no squeezing of profits that should be turned over to higher 
authorities. It is also strictly prohibited to use the funds for building 
“premises, canteens, gymnasiums and guest houses.” Nor is it permitted for 
noncommercial departments to transfer or use the funds. These regulations 
are quite specific and must be followed. Commercial enterprises must, 
according to the state's related policies, have the right to use the profit 
retention fund by themselves, no matter whether it is used in business 
(production) or in awards and welfare of their employees. But some commer- 
cial administrative departments and enterprise management units have been 
demanding thet commercial enterprises obtain approval for each item of 
expenditure. This practice must be changed as soon as possible because it 
is the same as the previous method in which the enterprises had to hand 
over all the profits to higher authorities and then ask for the money needed 
from the latter. The only difference is that the funds are separately 
managed by the enterprises instead of being controlled by the management 
departments. Yet, all the enterprises still have to ask for instructions 
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for their expenses which means thet they still do not have financial rights. 
Such practices are unfavorable toward displaying the management initiative 
and responeibiiity of enterprises. In fact, it basically denies the profit 
retention system, 


ll. Planned Targets Must Be Positive and Reliable 


According to the profit retention system, the amount of the manager (factory 
director) fund drawn by the enterprises is to a certain degree decided by 
the state through the enterprises’ annual profit planned targets that are 
assigned by the management departments at various levels. Therefore, it 

is impossible for enterprises to meet the targets in due time if these 
targets are too high. On the contrary, it is also not good to assign 
enterprises with too low of targets because they will be able to meet their 
targets without having to work hard. It is thus imperative to set the profit 
planned targets that are both positive and reliable, because we will be 

able with such targets to display the initiative of the enterprises and 
their employees and to do a good job in the trial implementation of the 
profit retention system. 


Even if the planned targets are based on full investigations, they will no 
doubt be limited by subje tive knowledge and by objective economic activities. 
Consequently, the eubject. e targets cannot correctly reflect the objective 
economic reali’, and may a» well depart from reality. Therefore, the 
enterprises may find it difficult to withdraw the manager (factory director) 
fund because of the subjective reasons that are not related to the enter- 
prises themselves. Such reasons that make planning depart from reality 

are totally caused by the limited subjective knowledge of the planning staff. 
Although this situation may be overcome through study and investigations, it 
ie still hard to avoid. Comrade Mao Zedong said: “It is very rare that in 
transforming nature or society, people's ideas, theory, plans and schemes 
are realized without being slightly changed." On the other hand, we must 
also prevent another tendency. To withdraw more manager (factory director) 
funds, a number of enterprises have intentionally exaggerated their unfavor- 
able factors and tried in every possible way to lower their targets when 
planning them and when reporting to higher management departments (or when 
the enterprises’ management departments make their reports to the financial 
departments of the same levels). Such practices can only widen the gap 
between planned targets and reality; therefore, such malpractices must be 
resolutely opposed and corrected when we are experimenting on the profit 
retention system. The practice of lowering planned targets in a bid to get 
awards is different from the failure to avcieve the targets because of 
limited subjective knowledge as stated above. The former practice is, in 
fact, deceitful, a dereliction of duty in planning work and violation of 
financial discipline. 


We uphold that planning work must follow the mass line and be based on full 
study and investigations so that the planned targets are positive and 

reliable. Such targets not only should demonstrate their advantages under 
the premise of the implementation of the party's various policies and leave 
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some leeway but also can be reached after efforts are made by the enter; rises 
and their employees. Such is the guiding ideology for planning work and the 
guarantee for the trial implementation of the profit retention system. 


III. To Draw the Profit Retention Fund and Determine the Ratio of the 
Manager (Factory Director) Fund According to Total Wages by Solely Relying 
on the Target of the Profit Will Make Some Enterprises One-sidedly Seek 
Profit 


Profits comprehensively reflect various economic targets of enterprises and 
in general also reflect the management level of enterprises. They are a 
major criterion of the results of an enterprise but not the only criterion. 
The results of enterprises are not only determined by the amount of the 
eccumulation they hand over to the state but also by whether they take the 
entire market into consideration so as to promote the development of 
industrial and agricultural production and meet the ever-increasing demand 
in the material and cultural life of the people. In this sense, the profit 
targets cannot be regarded as the only criterion in judging the result of 
commercial enterprises because these enterprises must not consider their 
profite as the main target of their activities. The business orientation 
of socialist commercial enterprises is for them to provide more accumula- 
tions to the state under the premise of promoting production and meeting 

the demand of the people. If we solely stress the importance of profit 
targets, some enterprises will one-sidedly seek profit and eventually engender 
the idea of solely seeking profit. To get more profit and withdraw more 
manager (factory director) funds, some enterprises have defied the party's 
various principles and resorted to wrong activity that has brought about 
the tendency of "paying attention to big profits and neglecting small profits." 
These enterprises are eager to engage in commodities with big profits but 
are not willing to engage in commodities that are needed by the people or 
production departments, let alone to engage in some commodities that bring 
losses, even if these undertakings have been approved by the state. This 

is a capitalist business thinking of one-sidedly seeking profits. Yet, 
enterprises with such thinking impose no limit on the drawing of the profit 
retention fund and the manager (factory director) fund. On the contrary, 
they have received more awards and welfare treatment than other enterprises. 
This situation no doubt runs counter to socialist commerce. 


If a commercial enterprise one-sidedly seeks its own profits and does not 
follow the general principle of “developing the economy and insuring supply" 
in its activities, then even if it makes a big profit, it still infringes 

on the interests of the national economy. Viewed from the point of the 
national economy as a whole, the losses created by such an enterprise is 
bigger than its profit. Such profits are not permissible, nor can the 
enterprise be awarded. 


Can we say then that socialist commerce must not make a profit or that the 
less profit it makes the better? No. It is generally known that the fund 
needed for the expansion of socialist reproduction comes from the accumula- 
tion of various economic departments in the socialist society. The 
commercial departments have the same responsibility as other national 
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economic dep. rtments to accumulate funds for the state. If various economic 
departments <¢o not make a profit, that is to say, if the state does not have 
an accumulation, it will not be possible to expand socialist reproduction. 
The question is how to make a profit. The profit of the commercial enter- 
prises must come through the implementation of state related policies, the 
campaign to increase production and practice economy, the flowe of commodi- 
ties under the rational economic principle, by speeding up the turnover 

of capital and by cutting down the circulation costs of commodities. 
sfommercial enterprises must not one-sidedly seek profit at the expense of 
affecting the development of production and spoiling the interest of the 
people. 


To prevent some enterprises from violating state policies, increasing the 
profit retention fund and the manager (factory director) fund through 
one-sidedly seeking profit and to completely check the working standard of 
each enterprise, the present profit retention system by commercial 
enterprises must not be limited to checking the profit targets alone. Of 
course, the main task of the system is to check the profit targets, but 

in addition, it must also be used to check the net sales volume of commodi- 
ties, expenses and service attitude of the enterprises. These measures 
are more realistic. 


As the trial implementation of the profit retention system has just begun 
and has little experience, it is imperative to step up study and investiga- 
tions and sum up experience so that we can improve the system to serve 

the four modernizations. 
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FINANCE AND BANKING 


VERTICAL LEADERSHIP IN STATE BANKS DISCUSSED 


HKO30704 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT) in Chinese No 2, 
15 Feb 80 pp 13-14 


[Article by Wu Qiyu [1566 0796 6877], People's Bank, Anhui Province: 
“Ile Vertical Leadership Needed in the Banking System?--A Discussion 
on Problem of Restructuring the Banking System") 


[Text] More recently, when people talked about the leverage function of 
state banks and how the banks, through their credit facilities, could 
assert their role of promoting and supervising various economic activi- 
ties, a rather prevalent view was that the banking system should be 
changed into one with vertical leadership and that the banks should 
retain a definite degree of independence, practicing a high degree of 
centralized unification. Led by ite head office, a state bank should have 
a unified policy, plan, system, deployment of funds and issuance of 
banknotes. In sum, there are mainly three reasons for this: first, 
Lenin said: “Without a large bank, socialism cannot be realized." We 
must make the bank “become an institution which is more extensive, more 
all-embracing, and all the more belonging to the whole people." Second, 
the People's Bank is the center for credit lending, accounts settling 
and cash transactions in our country. It is the sole organ for the 
issuance of banknotes. Third, if the banking system does not have 
vertical leadership, then there will be a great deal of interferences 
from the localities which will frequently go against the bank's credit 
plans, thus destroying the overall balance of credit planning. 


It is hardly in keeping with reality to suggest in such a general manner 
vertical leadership for the banking system and to offer merely the "five- 
unified" systems as a measure to solve the problem of the turnover of 
funds in the complicated economic activities of the nation's agriculture, 
industry and commerce and of the state, collectives, individuals and the 
localities. Naturally, there will be many manmade contradictions. This 
is because our great fatherland is a big country abounding in natural 
wealth which has a vast population and extremely diverse economic and 
geographic conditions. The localities have great potentials for 
economic development. Their requirements for funds vary with time and 
place. It is almost impossible to solve the different economic problems 
of the localities if the actual conditions are not concretely analyzed 
and if we resort only to simply applying the formula of unified control 
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of funds. Can a system of unified control of credits to industries solve 
the need for tunds of tens of thousands of industrial enterprises in 
various categories? Can a system of unified control of credits to commercial 
organs solve the problem of the turnover of funds on the part of tens of 
thousands of commercial enterprises handling various commodities? Can a 
syetem of unified control] of credits to agriculture solve the demand for 
funds of tens of thousands of communes and brigades who must "suit measures 
to local conditions" in agricultural pursuits? Naturally, none of the 
above is possible. If all banking activities must be centralized and 
unified, then surely the localities will be prevented from bringing their 
initiative into full play. If banking activities pay regard only to a 
unified system, then the ever-changing special conditions and the many 
concrete problems of economic accivities in the localities surely cannot 

be solved. if we only examine a little more carefully the actual 
experiences in the banking, we can discover many things which are rational 
but illegal and many which are legal but irrational. They should be 
described as the work of banking being excessively centralized and unified. 


lf banking is highly centralized and unified in the bank's main office, 

the localities will never know the real situation of the money market and 
will be unable to take appropriate measures to deal with it. What the 
localities are interested in is that when a certain loan is still short 

of the target they will ask for more funds from the main office. They do 
not care where the money comes from or whether other loan targets are more 
than sufficient or not. The branch organs of state banks are merely organs 
empowered by the head office to control and carry out certain loan targets 
and are not responsible for the unified and overall regulation of funds 

of the national economy. As a matter of fact, they have no such power. 
This is because the interest rate, which serves as leverage for regulating 
funds, is determined in a unified manner by the head office. The provinces 
and municipalities have no power to take into account the conditions of 
funds in the various departments of the national economy and to fix the 
interest rate to suit local conditions, thereby endeavoring to make a 
better adjustment of the disposition of funds. 


Can we solve the above-mentioned problems by making a unified arrangement 
such as including the credit plans within the scope of the local economic 
plans’? Experiences have shown this to be not workable. This is because 

in so doing, although the credit plans do pass through the local planning 
boards when forwarded to and from the upper strata, the policy and system 

of credit control is a unified one for the nation as a whole and, therefore, 
various contradictions still exist. In addition, in certain localities 

this may weaken the bank's power of control funds. Local planning boards 
may go to the extent of directly deciding on the credit targets of 
enterprise units. In this way, the bank will lose its power of supervision. 


The next question is can the above-mentioned problems be solved by adopting 
the method of the bank's main office entrusting the branch offices to take 
charge of and handle the differences emerging from the credit grants 
exceeding the targets and be responsible for interest payments thereon. 

In practice, this also has been found to be unworkable. The reasons 

are that since the policy and system of credit control are nationally 
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unified, the various kinds of probleme that arise in the localities cannot 
be solved to suit local conditions and this method of handling the credit 
differences and paying interest is still an internal affair of a banking 
system with vertical leadership for the country as a whole. From the 
standpoint of ideology and practice, the bank's money belongs to the 

central government and does not belong to the localities. The localities, 
bank's branches and enterprises are not really concerned about it. The 
localities do not feel at all uneasy about spending the central government's 
money. Hence, they may carry out this method in a half-hearted way. 


What should the banking system be like so that it can embody the features 
of a centralized and unified leadership of a large socialist bank and at 
the same time can put into full play the initiative of a local banking 
institution and thus serve the "four modernizations" better? This is a 
lesson worth studying. 


From the actual experiences of local banks, the banking system should be 
divided into two, that belonging to the central bank and that belonging 
to the local banks. That is to say, two types of banks, central and local. 


The People's Bank is the central bank. It has a main office and branches 
in the provinces and municipalities. It is the nation's largest bank. 

It is an all-inclusive institution that belongs to the whole people. It 
is the nation's center for credit facilities, settlement of accounts and 
cash transactions. It holds the right of issuing banknotes for the entire 
nation. By means of the unified issuance of banknotes and providing loans 
and credit facilities for local banks in the provinces and municipalities, 
it supervises the handling and turnover of funds by the local banks in 

the provinces and municipalities. 


Local banks organized by the provinces and municipalities are divided into 
agricultural banks and commercial banks. They can set up branch organs 

in the prefectures, districts and areas. To avoid the duplicate existence 
of organization structures, these two kinds of local specialized banks can 
act as agents for each other in localities where business activities are 
small or scanty. Local banks with specialized functions have no power 

to issue banknotes. Their excess funds can be deposited in the People's 
Bank. If they do not have sufficient funds, they can borrow from the 
People's Bank. Interest has to be calculated in each case. The interest 
rate can be adjusted and changed according to the conditions of supply 

and demand of funds. Local specialized banks may be entrusted by the 
People's Bank to extend credit to enterprises subordinate to the central 
government and also to handle the settlement of accounts and cash control. 
Local agricultural banks have charge of mobilizing the funds of rural 
enterprises and of the communes and brigades. They promote savings schemes 
for individual commune members and provide credit facilities to enterprises, 
communes and brigades. Local commercial banks have charge of mobilizing 
the funds of enterprise units in cities and towns. They promote savings 
plans for employees and residents in cities and towns and extend credit 
facilities to industrial and commercial establishments. Local specialized 
banks have the power to determine a credit system for industry, agriculture 
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and commerce. They have the power to adjust the interest rate according 
to supply and demand and make use of this interest rate as a lever to 
organize and mobilize funds local specialized banks are responsible to the 
local governments. As for their business results, their earnings form 
part of the local finance while any deficits or bad debts will be made 
good from local finance. 


In this way, there are many advantages to allowing the provinces and 
municipalities to organize specialized banks. They are: 1) The utilization 
and control of funds by the banks will suit the concrete conditions and 
measures for the economic development of the same localities. This is 
helpful in that it allows the localities to give full play to their 
initiative of economic control and it encourages them to supervise the 
economic activities of the enterprises. 2) The initiative and sense of 
responsibility for good performance in banking activities are augmented, 
capital funds for specialized banks are incorporated into the localities’ 
plans for economic development while the business results of the 
specialized banks are included in the local budget. The funds of 
specialized banks are the funds of the localities. This fundamentally 
eliminates the problems of the localities pressing the bank or the central 
authorities for money. In turn, it can make the localities do a better job 
of carrying out the tasks of mobilizing and rationally utilizing funds. 
The localities can make use of the leverage function of the interest rate 
and use various means to organize the idle funds of the society to take 
part in the construction of the "four modernizations." 3) The business, 
administrative and political work of the specialized banks are all under 
the leadership of the local party committees. This is beneficial to 

the local party and government organs making use of the specialized banks 
to serve the purpose of economic development. It also helps the party 

and government leadership supervise and check on cadres. The localities 
will not constantly attack the credit plans of the banks. Instead, they 
would frequently feel concerned and endeavor to bring about an overall 
balance in the credit plans. How many funds the specialized banks have 

at their disposal will just about determine how many funds the localities 
will make use of. In this way, the contradictions now existing between 
the central bank with its organs at various levels and the provinces and 
municipalities can be readily removed. 4) The power of note issue in the 
country and the functions of cash control and settlement of accounts are 
all concentrated in the People's Bank of the central government. The local 
specialized banks cannot issue banknotes. The People's Bank serves as the 
bank of the specialized banks. This insures that the People's Bank's 
performing its functions as the nation's center for cash transactions, 
credit and loans and accounts settlement and effectively exercising its 
banking leverage to promote and supervise economic development. 
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FINANCE AND BANKING 


BRIEFS 


LLAONING GOLD PURCHASE--Since the China People's Bank raised the purchase 
prices of gold and silver, there have been endless streams of people 
going to the banks in Shenyang, Liaoning, to sell their gold and silver. 
In March alone, a provincial bank located in the municipality purchased 
as much as some 200,000 yuan worth of gold and silver. Because people 
have deposited the money obtained from such sales in their bank accounts, 
there has been a considerable rise in the amount of deposits held by 
various banks. [Shenyang Liaoning Provincial Service in Mandarin 

2200 GMT 3 Apr 80 SK) 
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FUELS AND POWER 


TIANJIN HOLDS ENERGY CONFERENCE 
Tianjin TIANJIN RIBAO in Chinese 27 Feb 80 p | 
(Article: “Five Demands for Saving Energy This Year Proposed"/ 


{Text/ Yesterday the Municipal Revolutionary Comm ttee convened a mobiliza- 
jon meeting on saving energy to recall and sum up last year's energy 
conservation work, commend a set of advanced units which have scored out- 
standing achievements (listed on four) and arrange this year's energy 
conservation tasks. The meeting called on the various trades of the 
municipality quickly to spring into action and continue to give serious 
consideration to the great matter of saving energy, in order to create 
conditions beneficial to the continued growth in industrial output. 


The municipality has developed its energy conservation work of a mass nature 
since the beginning of last June. Especially during the first nationwide 
“energy conservation month" movement, new developments were obtained in 
energy conservation and rather marked achievements scored. The municipal 
targets for saving energy were realized ahead of time. Many units carried 
out investigations, exposing contradictions and searching out disparities 
and established energy conservation norms on a preliminary basis. They also 
strengthened their energy measurement and assessment work and set up or 
strengthened various energy management systems. Upon perfecting their 
original records of — use, a number of units instituted a reward system. 
Some energy saving experiences were excha and many advanced energy 
saving techniques were popularized and utilized. 


Upon summing up last year's energy conservation work, the meeting pointed 
out that although achievements were scored in the municipality, many units 
still exhibit waste and an inability to utilize energy rationally. At 
present, Tianjin's thermal energy utilization rate is only 28 percent. If 
this reaches 40 percent, 1 million tons of coal per year can be saved. The 
unit electricity consumption in many units’ products exceeds the best 
national levels. Escape and seepage in production by a number of units 
is relatively serious. Some units to this day do not measure, assess or 
record the amount of coal and electricity they use. These conditions show 
that Tianjin has a great potential for saving energy. 
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At present, Tianjin's energy is insufficient. The shortfall in oi] is 
particularly great. This will directly affect the growth of industrial 
production in Tianjin. In order to ease up the tight situation in energy 
and fulfill or overfulfill Tianjin's plans to increase production while 
practicing economy, the meeting raised some concrete demands for saving 
energy. 


One, save on electricity use. Arrange all industrial enterprises in order. 
Those which have reached the advanced levels in the enterprise's history and 
within China are to be “households which must be protected"; those which 
have only reached the advanced historical level for their enterprise are to 
be “limited electricity households," with normal limitations on electricity; 
and those units which do not reach the advanced historical level for their 
enterprise are to be "fined households." Besides limiting their electri- 
city, charges will be increased on the portion of electricity used which 
exceeds the advanced historical level. At the same time, each unit must 
adopt measures to change the situation in electricity-using equipment where 
"a large horse pulls a smal) cart" and strengthen the major users' manage- 
ment of electricity use. Reduce the use of electricity for heating. 

Further abolish the system of guaranteed fees for electricity use. Try out 
a peak load differential pricing system for electricity use. 


Two, save on coal use. Begin work in some enterprises on the determination 
of thermal efficiency and using trial points. We must draw up different 
coal consumption norms according to production processes, domestic heating 
and rational wastage. This should be completed by the end of March for 
large consumers which use 10,000 tons or more of coal per year, and before 
the end of April for other enterprises. This information should form a base 
for fuel supply and use. We must put an end to the phenomena of escape and 
seepage and promote competition to save coal. In enterprises with appropri- 
ate conditions, give individual awards for saving coal. We must vigorously 
conserve on coal use for daily living by improving the quality of combusti- 
ble honeycomb briquets and gradually promoting their use. The fuel supply 
departments and the relevant departments must actively join together in 
doing a good job of supply and service according to the different needs of 
factories and enterprises. 


Three, save on oi] use. The focus of saving on oi] use is to grasp tightly 
the work of changing oi] burming boilers over to coal burning. There are 
still 73 boilers (not counting electrical plants) which still must be 
changed over. This year's requirement is to finish transforming 43 boilers 
and to begin work on the other 13. Whoever has had a changeover plan 
passed down to them must pay utmost attention to its completion. The 
relevant departments must guarantee the supply of funds and materials 
necessary for transforming the boilers in the various units. We will 
encourage those units which fulfill their boiler changeover tasks ahead of 
time by letting them retain the of] saved by the early fulfillment. We 
will stop the oi] supply to those which do not complete their tasks on 
time. We must vigorously conserve finished product oi! and do a good job 
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of recovering waste oi] and promote technical measures for motor vehicle 
oi] saving machinery, in order to ensure that the municipal’ reaches the 
planned target of saving 17,000 tons of finished product 0° | 


Four, save on water use. Tianjin presently has a serious «¢ er shortage. 

The significance of paying close attention to ont on wat... is quite great 
in guaranteeing industrial production and the livelihood of the people. 

inning in April of this year, the 50 major users of water, that is those 

using at least 40,000 tons of water per month, will carry out planned water 
use. In the second half of the year planned water use will be gradually 
carried out in the 156 major users which are in the 10,000 ton usage class. 
We must draw up water usage targets and popularize water saving measures 
such as temperature reduction with cooling towers, closed circulation water 
use and multiple uses of water. We must make separate calculations of the 
amount of water used in production and in daily living and implement methods 
of reward and punishment for saving water. 


Five, train energy technical cadres. A universal problem among units is a 
lack of energy management cadres. This is a weak link in our energy saving 
work. Each unit must pay serious attention to training energy management 
cadres. Training classes must be held to train energy engineers and 
technicians and the enterprise level and above. By training energy techni- 
cal cadres, we can get a handle on the basic theories and technology of 
conventional energy as well as knowledge and methods of production and 
ae management of energy. This will propel our energy saving work 
even better. 


A total of over 2,500 people attended the meeting, including responsible 
comrades of the relevant committees and offices of the Tianjin Revolutionary 
Committee and of the districts, counties, bureaus, companies and major 
factories; technicians; and some labor models and veteran workers. 


11723 
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FUELS AND POWER 


JAPANESE MINISTER OF INTERNATIONAL TRADE AND INDUSTRY TO VISIT 
Tokyo KYODO in English no time given 26 Apr 80 


[Text] Tokyo April 26 KYODO--Yoshitake Sasaki, minister of international 
trade and industry, will leave Sunday for an eight-day visit to China. 


Sasaki will visit Peking, Xian, Shanghai and Hangzhou. 


During his stay in the Chinese capital, the minister will meet Chinese 
Premier Hua Guofeng and other government leaders for talks on bilateral 
economic problems, such as Japanese cooperation in the development of 
coal, oil and electric power resources, and trade expansion. 


Among the other government leaders Sasaki will meet will be Vice-Premier 
Yu Qiuli, Vice-Premier Kang Shien, Foreign Trade Minister Li Qiang, Coal 
Industry Minister and Metallurgical Industry Minister Tang Ke. 


Sasaki will choose three of the proposed seven coal development projects 
for extension of loans from the Governmental Export-Import Bank of Japan, 
government sources said Saturday. 


These sources said the three are Baodian Mine and the Jiangzhuang Mine 
both in Shandong Province and the Xiqu Mine in Shanxi Province. 


The Baodian Mine has 570 million tons in estimated coal reserves. The 
present plan calls for the development of the mine to produce 3 million 

tons of steam coal a year from 1984. 

The Jiangzhuang Mine has coal reserves estimated at 300 million tons. Under 
the current plan, the mine would be developed so as to produce 1.5 million 
tons of coal a year from 1984. 


The Xiqu Mine has coal deposits estimated at 570 million tons, and will be 
developed to turn out 3 million tons a year, starting in 1984. 


Among other topics Sasaki will discuss with the Chinese leaders will be: 
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--A Japanese proposal that Japan should increase ite coal importe from China 
in 1980 by 300,000 tone, and those in 1985 to 10 million tone under the 
long-term agreement, signed in 1978; 

--Cooperation in coal liquefaction projects; 

--Expeditement of cooperation in the development of inland oilfields; 


--Increase in Japanese imports of Chinese crude oil; 


--Conclusion of an investment guarantee agreement to promote the creation 
f joint enterprises between the two countries, and 


--Scientific and technological cooperation agreement which is to be signed 
during Chinese Premier Hua Guofeng's scheduled visit to Tokyo in May. 


C80: 46020 
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BRIEFS 


SHANXI COAL PRODUCTILON--By 22 March 1980, the local coal mines through- 
out Shanxi extracted a total of 10.65 million tons of coal, overful- 
filling the coal production plans for the firet quarter of 1980 by 1.02 
percent. This was an increase of 19.38 percent over the highest level 
ever recorded in any previous period. At present, 33.4 percent of the 
tunneling teams in Shanxi have operated with machines, speeding up the 
progress of tunneling. [HK151225 Taiyuan Shanxi Provincial Service in 
Mandarin 2300 GMT 1 Apr 80 HK) 
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MINERAL RESOURCES 


PROGRESS, NEW PLANS IN GEOLOGICAL WORK OUTLINES 
Hong Kong CHING-CHI TAO PAO [ECONOMIC REPORTER] in Chinese 27 Feb 80 pp 3-4 


{[Article: "Minister of Geology Sun Daguang Talked to This Paper About Our 
Nation's Progress and New Plans in Geological Work") 


[Text] Recently a national conference of chiefs of geological bureaus was 
held in Beijing. The experience in geological work in the first year of 
adjustment of the national economy was summarized and this year's work was 
planned. During the meeting, this paper's reporter interviewed Minister of 
Geology Sun Daguang [1327 1129 0342]. This is a report on his response to 
the following questions. 


Minister Sun first introduced the achievements made in last year's geological 
work. He said: "The achievements made in geological work in 1979 were 
heartening. A high yielding ofl] well was sunk in the Langzhong area in 
northern Sichuan. The pressure in this well is great and there is a large 
amount of natural gas and until today the production of of] has still not 
weakened. This new breakthrough has opened a new situation in the search 

for ofl and gas in northern Sichuan. In the northwestern and northeastern 
parte of Sichuan, new progress has also been made." 


"Our nation's young oceanic geological workers have conducted petroleum 

and comprehensive geological surveys in the East Sea, the Yellow Sea and 

the South Sea. Five deep wells were drilled in succession in the Zhujiangkou 
Basin in the South Sea. Relatively good oi] and gas indications and oil 

sand were discovered in three of the five wells. The five wells at the 
mouth of Pearl River were tested for oil and a daity yield of over 290 cubic 
meters of industrial oil flow was realized. This is another great break- 
through in the history of our nation's oceanic geological survey. It has 
shown a bright future for developing the rich petroleum resources of our 
nation's continental shelf.” 


The minister said the northern plain of Jiangsu is our nation's new oil and 
gas region. Geological workers have spent over 20 years and have found over 
10 of1 and gas fields and over 20 oi] and gas structures. Last year, the 

cwo wells sunk above the Caoshe tectonic structure were also tested and they 
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produced industrial o1l flow. One of the welle spews over 180 cubic meters 
of crude of] a day. This has ao important significance in the expansion of 
the acope of the search for oil in northern Jiangeu. 


Geological workers of the petroleum departments have also sunk two high 
yielding wells last year following the first high yielding oil] and gas well 
gunk in May 1977, in our nation's largest sedimentary rock basin--the Tarim 
Basin in southern Xinjiang. Each of the two wells spews several tons of 
crude oil and over a million cubic meters of natural gas a day. 


The Tarim Basin has an area of 560,000 square kilometers, equivalent to the 
total of the areas of the four prowinces of Shandong, Henan, Anhui and Jiangsu 
and the city of Shanghai. 


Minister Sun Daguang said, last year in mineral exploration, mineral produc- 
ing localities that were newly discovered and that provided prospects of 
further and expanded resources totaled over 160, Of these, there were over 
30 mines of ferrous metals, and over 50 mines of nonferrous metals and 
precious metals, over 30 mineral deposits of chemical industry raw materials, 
nonmetallic minerals and supplementary metallurgical raw materials, and other 
mines of uranium, diamonds, sponge beds, gypsum, graphite and rare metals. 

Of these minerals, the varieties of particularly those nonferrous metals and 
nonmetallic minerals are plentiful, their quality is good, they are distributed 
widely, and their prospects are bright. Hydrogeological workers have also 
found some new water sources in agriculture and animal husbandry regions and 
regions deficient in water in Nei Monggol, Xinjiang, Gansu and Heilongjiang. 


When talking about the geological tasks and the work plans for 1980, 

Minister Sun said: "Coal, petroleum, natural gas, uranium ore and geothermal 
energy are important resources for the realization of socialist modernization. 
According to the adjusted policy of the national economy, our nation will 
place energy and geological work at the forefront. Concrete arrangements 

are to strive for new breakthroughs in the general survey for petroleum at 

key locations in Sichuan, southern Songjiang and Liaoning, areas outside of 
Zhujiangkou, and the western part of the East Sea. Geological work involving 
coal fields will emphasize the survey of future prospects of regional coal 
fields and the study of the quality of coal and future prospects of coal 
resources of the entire nation, and the pattern of aggregation and change 

will be grasped step by step. General survey and evaluation of coal fields 
with good geographic and economic conditions and geological conditions for 

the formation of coal will be conducted. General surveys and prospecting of 
coal fields that are economically reasonable and that have suitable conditions 
for the establishment of wells in provinces and regions south of the Changjiang 
where there is a deficiency of coal and regions that urgently need other types 
of construction should be actively arranged. General geothermal surveys should 
take Beijing, Tianjin and Kizhang as the key locations. 


He said: ‘Key arrangements should also be made for geological work to serve 
agriculture. In particular, geological work should search for underground 
water sources for our nation's commercial food grain bases that are deficient 
in water.” 
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At present, eome of our nation's food grain bases such as the Hexi Corridor 
in Gansu, the plain of northern Jiangeu, the Songjian-Liaoning Plain in 
Hetlongjiang, and central Jilin are commercial food grain bases that are 
deficient in water sources. The Ministry of Geology will take the explora- 
tion of water supply in these regions as the key point and at the same time 
it will emphasize the search for new underground water sources in the 
northern regions where water is deficient and regions of animal husbandry 
of Nei Monggol, Xinjiang and Gansu. In addition, comprehensive control of 
arid, waterlogged and saline and alkaline regions of the north should also 
be grasped well, drainage and hydrogeological work in southern deltas and 
regions of networks of lakes should be grasped well and regional 
hydrogeological surveys should be continued and completed. 


"To suite the need of exports of minerals, develop our nation's superior 
position in nonferrous metal resources, geological work in nonferrous metals, 
nonmetals and precious metals will be strengthened to provide new bases for 
exploration and prospecting.” 


Our nation's resources of nonferrous metals and precious metals are very 
rich, the varieties are plentiful and the distribution is very wide. Known 
reserves of tungsten, tin, antimony and zinc are first in the world. Some 
nonferrous metals such as tungsten, molybdenum and mercury are listed as 
“rare” in some nations while they are “rich” in our nation. Most of the 
provinces and regions possess large or especially large nonferrous mineral 
beds. The distribution ise wide and relatively concentrated. The mercury 
mines in Guizhou and Hunan constitute 75 percent of the nation's total known 
reserve. The antimony mines of Hunan and Guangxi constitute 60 percent of 
the nation's total. 


Known reserves of rare metals and rare earth elements of our nation not 
only can satisfy the need of our nation's steel and iron industry and the 
development of pioneer science and technology but can also satisfy exports. 


Minister Sun Daguang said, according to the above arrangements, adjustments 
have also been made in prospecting equipment and technical strength. This 
year, over 200 general survey and prospecting projects of existing mines of 
unfavorable geological conditions will be terminated and contracted. 
Emphasis will be placed on prospecting for nonferrous metals, rare metals 
and nonmetallic minerals for construction and which are needed for foreign 
trade and exports. Drilling machinery for prospecting nonferrous and rare 
metals will be increased by 35 percent from last year. Drilling machinery 
for mining precious metals of gold, silver, platinum, diamonds, chromiun, 
potassium salts and jade stones will be increased by 11 percent from last 
year. Petroleum geological and oceanic geological work will be relatively 
centralized and strengthened at key points, 


When the discussion touched upon whether the mineral resources provided by 

our nation's geological departments will be able to satisfy the needs of the 
four modernizations, Minister Sun said: “Reliable localities producing the 
basic minerals needed by the key projects planned for construction prior to 
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1985 have been found for an absolute majority of the minerals with the 
exception of a few with known reserves which cannot satisfy the needs in 
conetruction and development. Some minerals already can satisfy the need 

of planned construction projects prior to 1990. In the recent year, we 

have implemented the method of concentrating a massive number of personnel 
and equipment within a short period to work at key mineral regions, hastened 
the steps of prospecting, and new increases in the amount of reserves of 

many mineral regions were realized, geological reports of some regions have 
been made ahead of time and have been submitted to the estate for use in design 
and construction.” 


“At present, our main force is turning to the search for new locations of 
mineral production for the new construction projects planned for after 1985. 
Our nation's territory is wide and expansive, our nation's seas are wide and 
expansive, they all have good geological conditions for the formation and the 
storage of various minerals, There are many more regions with bright pros- 
pects of mineral resources that are waiting for us to explore. The conditions 
and the capabilities exist completely for discovering more new bases of 
mineral resources to satisfy our nation's needs in the construction of the 
four modernizations." 


He said, to hasten the work in searching for minerals, we are prepared to 
utilize the cechniques of aerial geology, remote sensing techniques, high 
precision and high efficiency geophysical and chemical prospecting techniques 
to popularize advanced drilling and prospecting machinery and mechanization 
of probing, to develop computer techniques, to hasten reformation of techniques 
of geological work, and to rapidly realize modernization of geological work 
according to plans and step by step in the realm of geological work. We are 
prepared to establish remote sensing geological centers in the north and the 
south and the Beijing remote sensing informat‘on service and supply center, 
ané to establish geological remote sensing signal translation stations in 
over 10 provinces and regions at different times and in different phases and 
computer stations that mainly engage in the processing of various geological 
date. At the same time, emphasis will be placed on the development of the 
study of basic theory in geology. 


To hasten modernization of geological work, we also ask the leading persons 
of all levels and the professionals and technicians of geological departments 
and all their staff and workers to learn modern geological science and 
technology, learn scientific management, and at the same time, various forms 
of training will be implemented to provide operational and technical training 
for on the job cadres, technicians and workers and to raise their operational 
capabilities and cheir technical standards, 


When discussing the future of scientific and technological cooperation 
between our nation's geological circles and the international geological 
circles, Minister Sun said the future of such cooperation is wide. In the 
past year we have sent many inspection groups abroad on inspection tours. I 
myself had gone to France, West Germany, the United States and Canada on 
visits. We also received foreign delegations. Through bilateral contacts, 
mutual understanding has been gained and bilateral cooperation has been 
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discussed. Our nation has already signed a joint agreement with France to 
atudy "The Geological Structure and the Formation and Evolution of the Upper 
Mantle of the Crust of the Himalayan Mountains." Our nation has signed an 
agreement with West Germany's Science and Technology Ministery to engage in 
joint exploration of petroleum and chemical prospecting in the East Sea. 

Our nation has signed an agreement with the Lamont-Dordy Geological Survey 
Institute of Columbia University of the United States to jointly engage in 
oceanic geological survey in the South Sea. In the future, we will engage 
in scientific and technological cooperation in geology with more nations, and 
will selectively introduce into our nation advanced geological prospectiig 
equipment and technology from abroad. We will also participate in the 
activities organized by the agency for economic development and resources 
survey under the United Nations. 


9296 
C80: 4006 


70 








HEAVY INDUSTRY 


PROBLEMS IN MACHINE-BUILDING INDUSTRY NEED SOLUTION 
Beijing RENMIN RIBAO in Chinese 7 Apr 80 p 5 


[Article by Yan Qiushi [0917 3061 1395]: "The Machine-Building Industry 
Must Broaden Its Production Avenues in the Course of Readjustment" ] 


I 


[Text] In the thorough execution of the policy of readjusting, restruc- 
turing, consolidating, and improving our national economy, tasks for the 
machine-building industry are very heavy. From the internal view of the 
First Machine-Building Industries (meaning enterprises under the juris- 
diction of the First Ministry of the Machine-Building), it appears that 
problems of disproportionate development also urgently await solution. 
For example, the productive capabilities of these industries are uneven: 
the capability for producing the large-type, key, precision products 
urgently needed by the state happens to be insufficient, whereas the 
capability for producing certain easy and simple "highway goods" happens 
to be overabundant; capabilities for producing principal, auxiliary, and 
accessory products are not in relevant proportion to one another, with 
plenty of principal machinery but few auxiliary machinery available, and 
still fewer accessories, etc. 


Along with the readjustment of relations of proprotionate development in 
our national economy, the machine-building industry now faces the diffi- 
culty of not having enough production tasks to undertake. The situation 
with such insufficiency of production tasks this year has grown even 
worse than was the case last year, as orders received by enterprises 
under the jurisdiction of the First Ministry of Machine-Building are far 
fewer than last year. Many factors have contributed to the rise of this 
situation, but the several main ones among them are as follows: 


First, the extent of the machine-building industry's service was rather 

narrow in the past, as it placed emphasis only on providing services for 
the capital construction of heavy industry and new plants. For the past 
30 years, whether during periods of great development or of readjustment, 
the machine-building industry always developed around the development of 
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heavy industry and also readjusted along with the readjustment of heavy 
industry. Each time the national economy underwent a great development, 
the machine-building industry developed even faster than other departments; 
but each time the national economy was subject to readjustment, it also 
slowed down 4 great deal more than other departments. When the national 
economy underwent a great development in 1956 and 1958, the speed of 
growth for enterprises under the jurisdiction of the First Ministry of 
Machine-Building was more than 100 percent higher than that for the entire 
industrial sector. But when the national economy was subject to readjust- 
ment in 1961 and 1962, the speed at which these same enterprises slowed 
down was also more than 100 percent greater than that for the entire 
industrial sector. Such rapid growth and rapid slowdowns resulting from 
the growth and slowing down of investment in capital construction are of 
little benefit to the buildup of the machine-building industry's productive 
capabilities and to the elevation of its technical level. They affected 
the machine-building industry in an especially serious way when steel 
production was taken as the key link and efforts were concentrated on 
handling mining operations. For instance, the production of mining equip- 
ment amounted to 30,000 tons in 1956; in 1958 it jumped to 95,000 tons, and 
in 1959 it further jumped to 230,000 tons. It was impossible for such 
rapid growth to depend entirely on old plants exploiting their existing 
potential; nor could newly built plants have done the job (even though 

the building of new plants was also attempted, but often before they were 
built, a rapid slowdown had already set in, and hence for long periods 

of time they could not wind up with expected achievements to form the new 
"fists" they were supposed to be as productive forces). The unavoidable 
result was that such productive operations were scattered everywhere, 

with many establishments but little individual production; thus they 
looked as if their productive capabilities were very great, whereas in 
reality such capabilities were diffused, and duplicated production became 
serious. And by the time relations of proportionate development in the 
national economy were readjusted, their production likewise had to greatly 
slow down. In the course of the present readjustment, the proportion of 
investment in heavy industry is reduced; hence the demand for whole sets 
of large-type equipment and corresponding sets of accessory products 
especially used by departments like metallurgy, chemical engineering, 
petroleum, coal, and electric power is also reduced. This has led directly 
to a drop in operations by the machine-building industry, and among its 
enterprises it was especially striking that the heavy mining machinery 

and electronic engineering outfits "did not have enough to feed their 
operations." 


Second, the internal structure of the machine-building industry is not 
rational and hence cannot properly adapt to objective needs. In terms of 
the structure of enterprises, there are many all-round plants for the 
production of complete principal machinery, but there are very few plants 
for the production of parts and items of technical specifications; there 
are many for the production of principal machinery, but very few for the 
production of auxiliary machinery and accessories. Especially in the 
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case of certain medium and small enterprises in various localities and 
departments, not a few of them were established according to their own 
respective needs without any consideration of division of labor or of 
coordination. The result of duplicated production and duplicated establish- 
ments has thus been quite serious, and this has made the supply of certain 
products exceed demand and has resulted thereby in considerable oversupply. 
This has alse» turned products fit for large-batch and large-quantity 
production into medium- or small-batch production, and those fit for 
whole-batch production into piece or small-batch production. The craftsman- 
ship of these enterprises is in general relatively backward; their labor 
productivity is low; their products are low in quality but high in price: 
all this is far from economical or rational. The internal structures 

of these enterprises are also irrational: there is no coordination between 
cold and hot processing, or between operations at the front and in the 
rear; this makes them all-round yet at the same time impotent. In the 
case of certain core enterprises, because their technical facilities do 
not make up all-round systems they cannot function to the fullest extent 
of their capacity and their production efficiency is more than twice as 
low as similar foreign plants. In terms of the composition of products, 
there are usually more backward products and very few large-type, highly 
efficient, advanced products. Among the more than 20,000 products that 
can be turned out by enterprises under the jurisdiction of the First 
Ministry of Machine-Building, most are of the level of the 1950's and 
1960's in the rest of the world, and only a few of them are of the level 
of the 1970's; there is still a shortage of many large-type key products. 
This makes domestic enterprises fail to “have enough to feed their opera- 
tions” on the one hand and face the necessity of importing large-type, 
complex equipment from abroad on the other hand. The average yearly value 
of imported machinery equipment over the past few years has been as high 
as USS$1.85 billion, and it has been growing each year. Concerning such 
imported equipment, the question does exist as to whether some of it 

might have been produced domestcially, and therefore whether importation 
might have been unnecessary; but the question also exists as to whether 
some of it can ever be produced domestically, or whether the level of 
domestic production is too low, the quality of domestic products is too 
imadequate, and the domestic manufacturing cycle is too long to catch up 
with what is needed. The backwardness of the composition of machine- 
building products directly causes in turn the backwardness of our exports. 
Not only is the volume of our exports small, but most of the products 
exported are also of tne so-called “four small" varieties like small 
electric gadgets, small electric appliances, small machine tools, and 
small ball bearings, and very few of them are equipment systems or large- 
type products. The areas to which our exports are sent are also mostly 

in Southeast Asia and Third World countries. The reason why some enter- 
prises ''do not have enough to feed their operations" is because they are 
“incapable of feeding very much." 


Third, the economic management system has restricted the activism of 
enterprise management. In the past, administrative methods were used 
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to manage enterprises; their tasks were assigned by the state, and their 
products were purchased by the state; their personnel were appointed by 
the higher level and their profits were all turned into the state treasury; 
the state took care of whatever losses were sustained, and the enterprises 
lacked both autonomy and initiative, as it was not necessary for them to 
handle sales, to understand the needs of society, or to positively and 
actively serve the consumers in order to earn their own reputation; they 
were responsible only to the promulgated plans but not to the needs of 
society and consumers: all this led to dislocation between production and 
consumption. Often what was produced could not be sold, and hence on the 
one hand stockpiles resulted, whereas what was needed could aot be obtained. 
The reason why some enterprises ‘did not have enough to feed their opera- 
tions" was precisely because they failed to connect the supply side to the 
demand side. 


II 


The key to elevating the machine-building industry's adaptability and 
ameliorating the insufficiency of tasks at present lies in firmly applying 
the eight-point policy by uniting the broadening of avenues of production 
closely with careful handling of readjustment. At a time when our economic 
management system has not yet been completely restructured and irrational 
economic structures are just being gradually readjusted, we must adopt a 
positive attitude and make a start by first of all grasping our own 
respective tasks and seeking to broaden avenues of production in the course 
of the readjustment. 


1. Readjust the orientation of our service, expand the realm of our 
service, and turn our production into a lively undertaking by every means. 
We must absorb the lesson of the past, when the emphasis of service was 
placed on heavy industry and when the development of our machine-building 
industry underwent wide fluctuations along with the growth and slowing 
down of capital construction. We must now readjust the orientation of our 
service according to the order of agriculture, light industry, and heavy 
industry in order to adapt to the needs of society. We must change from 
mainly serving the capital construction of new plants to serving at the 
same time the old plants in their efforts to exploit their existing 
potential and to renovate and restructure themselves. We must change from 
mainly serving heavy industry to serving at the same time the multiple 
needs of agriculture, light industry, and the people's livelihood. We 
must change from manufacturing only principal machinery to handling well 
at the same time the production of parts, technical services, and work on 
equipment systems. We must change from not being willing to play only 
supporting roles to paying attention to coordination between specialized 
undertakings, handling large-batch and large-quantity production of parts 
well, and playing supporting roles well. We must change from handling 
only standardized equipment of common use to manufacturing specialized 
equipment as well. We must change from paying attention only to the 
domestic market to expanding our exports at the same time. In the past 
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year, many localities and enterprises have shown courage in carrying out 
practice and exploration and thereby have opened up many new avenues of 
production in accordance with market needs. The 100-plus enterprises 
under the jurisdiction of the Bureau of Machines in Liaoning Province 
have directly produced more than 60 products for the light industrial 
market, with an increase in output value five times that of the year before 
last. Among the machine-building enterprises of municipalities and 
provinces like Shanghai, Sichuan, and Jiangsu, some have accepted orders 
for equipment needed by forestry, commerce, harbors, and for distribution 
of gas for civilian use in the cities; some, for the sake of conserving 
energy resources, have accepted the tasks of remodeling the equipment of 
“coal tiger," “electric tiger," and "petroleum tiger" installations and 
restructuring the "five small" enterprises; some have accepted orders for 
small-type equipment systems needed by such production lines as ice cream, 
tomato sauce, and beer; and some have actively sought outlets in the 
expansion of exports. Plenty of avenues have thus been found. This year 
there is a reduction in steel-cutting machines, well-digging equipment, 
petroleum drilling machines, and electric power generators needed in 

heavy industry, but there is an increase in the machines required by light 
textile industries, food grain, and lumber processing departments. In 

the case of small refrigerators, for instance, orders already received 
represent an increase of 29 percent over the planned capacity last year; 
in the case of longitudinal single track automatic machine tools required 
by light and electronic industries, such orders received also represent 
an increase of 150 percent over planned capacity last year. As long as 
we readjust the orientation of our services and expand the realm of our 
services in a timely manner, not only can we make up what the state plans 
have fallen short of, but we can achieve even further development in the 
course of such readjustment. 


2. Utilize this good opport _-ity of readjustment and effectively achieve 
a higher quality of our products and the development of new products. 
After several years' rectification effort recently, the quality of our 
electric machinery has already been generally raised. Among the products 
of the system of the First Ministry of Machine Building subjected to key- 
point inspection last year, the proportion of qualified products increased 
from 80 percent to 97.4 percent; of this proportion, first-class products 
made up about one-fourth, and there were as many as 107 products of “trust- 
worthy quality."' But we should also see that, with respect to the quality 
and variety of products, gaps that are not small still exist. We must 
continue to vigorously grasp the internal quality of products, improve the 
precision, life, and reliability of our machines, and raise them steadily. 
In the development of new products, we must turn out important products 
which represent the level of the 1970's, such as large-type equipment 
systems; in this case, a list of these products must be established so 
that determined efforts can be made to produce them. While we still have 
time at present, we must proceed immediately to work in this regard in 

an orderly, careful, and attentive manner. This way, when the state 
requires it, we will be able to offer those good products. Only by 
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continuously raising the level of design and manufacturing, raising the 
quality of products, and developing new products fit for sale and consumption 
can we fundamentally solve the question of enterprises "not having enough 

to feed their operations." 


3, Readjust the internal structure of the machine-building industry and 
adapt more adequately to the demands of the four modernizations. We must 
carry out readjustment while broadening our avenues of production, broaden 
such avenues of production under the guidance of readjustment, and at the 
same time unite these interrelated operations with technical renovation 
on the part of the enterprises. Because if we fail to understand clearly 
the needs of the market, if we fail to identify products fit for production 
by the given locality and the given enterprise, then we would not know in 
which direction our readjustment should proceed. Similarly, if we do not 
broaden our avenues of production under the guidance of readjustment, 

but resort to handling whatever we happen to come across, blindness would 
result in our operations. We must adjust downward, step by step, our 
capacity to produce those products whose supply exceeds demand and whose 
quality is low but price high, and at the same time adjust upward our 
capacity to produce the scarce products required by the state. For 
example, for the sake of adapting to the need to conserve energy resources 
by using coal instead of petroleum as fuel, we must try to produce industrial 
furnaces with greater production efficiency--especially, heat-retaining 
furnaces and furnaces that can use low-quality coal as their fuel; for 

the sake of improving the efficiency of electric power generators so as 

to assure stable and full generation of power, we must adopt measures to 
extend the production capacity of the higy-voltage heaters with which the 
large thermoelectric power generators are equipped, and if in the past 
such generators were not so equipped, what was lacking should be made up, 
but in the future only whole sets of generators with high-voltage heaters 
should be provided. As for low-voltage electric products, the productive 
capacity for which happens to be already quite great, there should be 
control over their production; enterprises turning out products of this 
sort may be changed to turn out products fit for consumption and sale, or 
they may, according to the principles of coordinated specialization and 
economic rationality, be converted into plants producing parts and acces- 
sories or cooperating in the provision of systematic craftsmanship. The 
Bureau of Machines in Liaoning Province was able, during the readjustment 
last year, to compress long-line operations and expand short-line operations 
and to start to achieve some results in this regard. By the end of last 
year, it had already closed or stopped the operation of or transformed 

192 such enterprises. Because arrangements were properly made, the enthu- 
siasm of the employees and workers was mobilized, and the results of 
readjustment were very good. The Bureau not only compressed the productive 
capacity of 35 surplus products and raised the productive capacity of 

17 products in short supply, but it also organized the specialized produc- 
tion of 10 products such as cranes, mechanical shovels, and industrial 
chains, and increased the number of batches of production. 
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4, Strengthen the management of sales work and actively serve the consumers. 
We must change the former conventional way of waiting for plans to be 
assigned from above, waiting for raw materials to be distributed, relying 

on uniform sales for the disposal of products, and insulat ing$roduction 
from demand, and we must actively seek to understand the needs of the 
market and taking the initiative to serve the consumers so as to satisfy 
their demands by all means. We should do so not only when we not have 
enough tasks to undertake but even when we have plenty of them” The 

Bureau of Machines of Yunnan Province held a class on short-term market 
forecasting during the fourth quarter of last year to sum up and exchange 
experiences and to strengthen economic forecasting, technical forecasting, 
the forecasting of social needs, and forecasting the production and sales 
situations of the same trade elsewhere; the class also conducted research 

on needs and productive capabilities to help facilitate management decision- 
making for given enterprises, so as to make productive operations flexible. 
Today, the various localities have come up with many approaches to manage- 
ment improvement, and their sales techniques are also relatively flexible; 
this shows that fairly good results have been achieved. 


111 


We still have only limited experience in broadening avenues of production 
in the course of readjustment. We think that when the various localities 
and enterprises broaden their avenues of production and readjust the 
orientation of their products, they must first protect state plans and 
protect key points, and they must secondly do a good job of market investi- 
gation and market forecasting so as to see short-range needs on the one 
hand and provide basic analyses of long-range needs on the other hand. 
They must not, upon hearing that certain products are in short supply, 

all get into a contest to produce the "hot goods” and ignore the original 
division of labor and deployment of production points; this would result 
in a new situation of too many production points and too little volume 

of production for each, as well as irrationally duplicated production. 
Meanwhile, nor must they see a temporary surplus and resort lightly to a 
reorientation of their products. Precision machine tools, for instance, 
may appear to be in surplus at the moment; but if we analyze the composi- 
tion of our machine tools and look at the long-range need for them, they 
are actually in short supply. Under circumstances of this sort, we must 
consider the matter in a comprehensive way in order, on the one hand, 

to think of other outlets to solve the present question of “having enough 
to feed their operations” and, on the other hand, to work on the principal 
products, to raise their [technical] level, and to attempt relevant 
technical preparations. Thirdly, they must pay attention to developing 
the technical expertise of their respective enterprises and do their best 
to undertake such tasks consistent with the orientation of their own 
products, such as accepting external materials for processing, maintaining 
and repairing parts and accessories, and carrying out technical renovation; 
when they accept the production of other items, their technical level must 
be close to that of their own enterprises. They must neither unduly 
stress the orientation of products already prescribed, nor "forget to 
select what they eat when they are hungry" by producing anything. 
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HEAVY INDUSTRY 


TIANJIN ROLLING MILLS COMPETE TO SAVE OIL, UP OUTPUT 
Tianjin TIANJIN RIBAO in Chinese 21 Mar 80 p 2 


(Article: "Eighteen Hot Rolling Mills Save 01] and Increase Output Year 
after Year"/ 


[Text Taking the conservation of of] and quaranteeing increases in output 
as its main tasks, the Metalluraical Bureau organized its 18 hot rolling 
mills to engage in a rotating red banner competition. It has gained marked 
results from year to year in increasing output and conserving of]. In 1978, 
the consumption of of! per ton of steel fell by 24 percent, while the output 
of stee) products increased by 42 percent, compared to 1977. In 1979, of] 
consumption per ton of steel fell by 7 percent and the output of steel 
products increased by 7 percent, compared to 1978. In January 1980, the 
consumption of oi] by 13 of 14 heating furnaces fell greatly. The output 

of stee| products in the bureau created a new record. 


In order to conserve on of] use and guarantee the completion of planned 
increases in output, the Metallurgical Bureau demanded that fuel consumption 
reach the advanced national level for the same kind of rolling mills. It 
also created important conditions for the comparison and assessment of red 
fiag rolling mills. In the competition, the rolling mil! plants selected 
some veteran workers with a wealth of experience to form technical task 
forces. These drew from the advanced experiences of the fraternal enter- 
prises in Shanghai and one after another successfully experimented with 
using plastic fire-resistant materials to prefabricate wrapped water pipes. 
Then they propagated them throughout the industry, making the percen of 
oi] saved increase from approximately 15 percent to 20 percent. For t 

past 2 years, three steel rolling mills studied and created, “forming a 
complete set by collecting the outstanding.” One after another in their 
five heating furnaces they adopted new techniques such as packing with 
plastic fire-resistant materials and smooth rolling without cold water, 
separating the heat in the oven body to preserve warmth and changing the 

of) spouts. 01) consumption in cogging and in medium-scale shops reached 
the advanced level nationally for similar rolling mill types. e No 2 
steei rolling mills successfully experimented with a “many treasure furnace” 
with plastic fire-resistant material packing and smooth rolling without 





cold water. They fired it up for a test run this January and the oi! 
consumption fell to 38 kilograms per ton of steel, reaching the of] consump- 
tion standard set by the thee yo Bureau for small-scale rolling mills’ 
red flag furnaces and carrying off first in the nation. 


In the intra-trade My: between the 18 hot rolling mills, the various 
steel rolling plants closely linked competition outside the plant with 
competition inside it. In the external competition, they persisted in 
exchanging information each month on the status of their completing the 
targets. Each quarter they organized movements to investigate and learn 
from each other. Each half year they made a preliminary assessment, and 

at the end of the year they selected the red flag rolling mill. The various 
steel rolling plants also developed competitions between the same sets of 
machinery and for tackling key problems on individual items. This brought 
about increases in the output of the 18 rolling mills and in the quality of 
5 in each mill. The of] consumption of each and every heating furnace 
. 
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LIGHT INDUSTRY 


LIGHT, TEXTILE INDUSTRIAL DEVELOPMENT INCREASES 
Beijing GONGREN RIBAO in Chinese 6 Feb 80 p 1 


[Observations by staff commentator: ‘Follow Up with Sustained Efforts, Don't 
Be Insensitive to People's Expectations") 


[Text] There has been a large-scale production increase in our light, 
textile industries with a level of productivity exceeding the peak achieved 
last December. This is exciting news. It shows that the readjustment of 
our national economy has already become initially effective. The speed of 
production increase in our light, textile industries has continued to be 
higher than that in our heavy industries. The whole field is now attempting 
to change the past outlook of being lax at the beginning of the year and 
being tense only toward the end of the year, and marching in great strides 
toward the goals of balanced production and scientific management. 


There are many advantageous conditions for developing light, textile 
industries thie year, The stete has adopted the special measure of "six 
priorities" in respect to our light, textile industries; as a result 
arrangements for obtaining the raw materials, imported materials, fuels and 
power we need in the field have been fairly well made. In the case of 
advance allocation of materials for the first half-year, in particular, 
materials already allocated on hand now make up more than what is needed 
according to the whole-year plans. The state has thus already created 
superior conditions for the development of our light, textile industries; 
the question left to us is to see what efforts the vast ranks of the cadres 
and masses of the workers on the light, textile industrial front can make 
on their part. 


In recent years, there has been a fairly big development in our light, 
textile industries. But, we should also see that light, textile industrial 
products still cannot satisfy the demands of the vast ranks of the consumers 
st present. Especially since last year, because of a price raise for farm 
by-products and increase in bonus for the workers and employees, the capabil- 
ity of the urban and countryside people to purchase light, textile products 
“as conspicuously increased, This makes it incumbent upon us to have an 
even greater speed of development in our light, textile industries. A good 
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beginning has now been made in our light, textile industrial development; 
how are we, ae the next step, going to develop this fine situation and win 
greater victories ahead’ 


Experiences provided by the various localities prove that all unite achieving 
their production tasks well at the beginning of the year are those which have 
sought to score production increase in the quality of their products and also 
to achieve a higher speed. To continue to fight well this battle of tackling 
the quality of products is still the most important task for the vast ranks 
of the workers and employees. Through such activities as creating some 
famous brands and winning some gold medals, they should try to produce more 
superior quality products within the year, elevate their capability for 
competition, expand their exports, and accept the test of the international 
market. The key target in the production of our light industrial products 
this year is to grasp well new products and wholesale production of such 

new products; it will not do if these products were “only shown ephemeral ly 
at the exhibite of trade fairs, but never encountered in the ordinary 
processes of production.” The focus in the production of our textile pro- 
ducts is to grasp well the quality of actual products and try to catch up 
with, and surpass, the international advanced levels. We must continue to 
grasp well overall quality control, strictly guard this quality threshold, 
and carry out well our work in appraising and comparing superior quality 
products. The whole light, textile industrial field is trying to raise the 
quality of its products; there should be another big breakthrough in the 
development of variations of products this year, 


Insufficiency of raw materials is the main contradiction found in the 
development of our light, textile industrial production at present. Inso- 
far as the productive capability of our light, textile industries today is 
concerned, there are products whenever there are raw materials. In order 
to solve the problem of insufficient raw materiale, the key lies in opening 
up new sources and avoiding squandering existing materials. Apart from 
continuing to do everything possible in making rational use of existing raw 
materials, the light, textile industrial departments must also take into 
consideration raw material bases as if they are part of their dutiful con- 
cern, and thereby actively coordinate closely with the relevant departments, 
follow the party's economic policies, insist on the principles of adapting 
to local conditions, rational deployment, and concentrated planting, and 
thus begin as soon as possible to develop the needed bases for the production 
of raw materials such as those for sugar-refining, food processing, and 
cigar and cigarette-making. in order to encourage such raw materials 
development, it is permissible to connect production plants directly to the 
bases; whoever t.ilds as base would also manage that base and purchase from 
that base aad use its products without further going through the commerce 


links. In the case of resources which can be solved on the be. of pertinent 
price policies, measures for such 4 solution should be forws . © the 
concerned departments for approval and practical work done a: «- » as 


possible. Light, textile products are not produced just by + ight, 
textile industries themselves; they are also the products of socialized 
coordination. Apart from completing their own tasks, the metallurgical, 
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chemical engine ring, and mechanical departments must also satisfy in time 

the raw materia. needs of the light, textile industries according to specified 
quality and quantity, so as to support the development of these light, 

textile industries. 


In light, textile industries there are more old enterprises whose potentials 
are usually great; to grasp tightly the potential-exploration, renovation 
and transformation of these old enterprises and to discover fully the 
potentials of existing enterprises is the point of departure for accelerating 
light, textile industrial development and realizing the modernization of our 
light, textile industries. The state has committed not a small amount of 
administrative expenses and bank loans to the potential-exploration, renova- 
tion and transformation of our light, textile industries this year; to use 
this investment well and make it play its greatest possible role in the 
economy is an important task for all light, textile industrial departments. 
In using bank loans, we must avoid duplicating plant establishments, develop- 
ing blindly, and the practice of continuing to set up “big and complete" and 
“emall and complete’ production units. In using this investment we must hit 
the nail right on ite head in order to achieve the three effects of promoting 
light, textile industrial development, handling well professional coordination, 
and increasing production and practicing economy. 


“nile following the principle of combining planned readjustment with market 
ead‘ustment anc keeping in mind the premise of assuring priority purchase 
»y the commerical departments, to develop self-initiated sales by the 
industries, to launch their products directly into the market, and therefore 
to connect production directly to consumption is an effective approach to 
having the light, textile industries inject new life into their economic 
management. This year we must continue to enforce market forecasting work, 
coordinate industry with commerce, and readjust variations of our products 
according to market needs. in the case of all those products which are 
subject to uniform purchase, uniform sale, or general order by the commerical 
‘epartmente, the commercial departments must pur hase them in time according 
‘oO plane and contracts, and the industrial depa: caents must also sell then 
sccording to deadlines and amounts specified. In the case of products which 
he commercial departments do not purchase, which are produced beyond the 
planned quantities, and which are new, the industrial departments may then- 
eelves sell them. in carrying out such self-initiated sales, the departments 
must strictly execute the state's price policies and market policies; they 
must not raise the price, reduce the price, decline to accept, or accept 
ese rationing slips at their own discretion. In localities and enterprises 
where conditions are present, it is permissible to follow the principle of 
economic rationality by organizing foint management between two different 
wnership systems or “coordinated management” between different districts, 
ound by making wee of euch forms as “compensatory trade" and processing of 
sccepted gateriais in order to open up new avenves of operation and thereby 
evelop production. 


he reason why our light, textile industries have scored a victory in its 
ery firet battle in the firet spring of the 1980's is that the preparatory 
work in production was sufficiently done a year earlier, that the work at 
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beginning of this year was grasped early and closely, and that the initial 
steps were brisk and the starting points were very high. To accelerate the 
development of our light, textile industries is the earnest desire of the 
vast ranks of the masses. It is our belief the vast ranks of the workers 
and employees on the light, textile industrial front will definitely not be 
insensitive to the people's expectations; they will definitely follow up 
with sustained efforts, handle things well by exerting themselves along 
with this initial trend, and thereby struggle for an even greater 
development of our light, textile industries this year. 
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DOMESTIC TRADE 


TRADE FAIR OPENS NEW CHANNELS FOR GOODS CIRCULATION 
Tianjin TIANJIN RIBAO in Chinese 1] Mar 80 p 1 


[Article by Yin Shaoxian [1438 4801 0341]: "On the Spring Trade Fair in 
Tianjin") 


[Text) While the entire Chinese Communist Party and all the Chinese people 
were studying the communique of the Fifth Plenary Session of the llth CCP 
Central Committee, the 1980 Spring Trade Fair of our city solemnly opened 
on 8 March. 


On the opening day, nearly 6,000 delegates from 29 provinces, cities and 
regions arrived representing the first, second and third echelon wholesale 
stations of commercial, medical, supply and marketing systems, basic level 
shops as well as the supply departments of the second echelons of light 
industry and machine industry. In response to the invitations they came to 
visit various trade halls, looked at the samples on display, and actively 
discussed business affaires. The comrade leaders of our city's commerc.al, 
medical, and supply and marketing agencies initiated talks on mattere con- 
cerning purchasing and marketing. The amount of trade concluded in the 
following 2 days alone totaled more than 30 million yuan. 


The 1980 Trade Fair reflects fully that the condition of the economic frout 
hes been excellent since the Third Plenary Session. The exhibition site 

this year occupies an area of more than 4,400 square meters. On display 

in eix exhibition halls were samples of 7,492 kinds of goods, including 
hardware, communication and electrical equipment, chemical engineering, 
pharwaceutical and medical equipment, sweets, non-staple foodstuffs, seasoning, 
local and miscellaneous products (inc’uding used articles and materials) as 
well as products of the second light industry and machinery offices. Compared 
to the previous year, the 1980 Trade Fair is larger in scope and in the kinds 
of goods exhibited. The supply of goous is better than in the previous year. 
The purpose of this year's trade fair is for the trading of the third class 
goods as well as goods of the first and second classes which have been 

cleared with departments in charge. The fair not only promotes sales of 
inventory surpluses in our city's business, supply and marketing and 
pharmaceutical systems but also advances sales of the factory seconds of the 
second light industry and machinery industry which have been rejected by 
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various businesses. The fair, furthermore, promotes and supplements contract 
sales of surplus goods after the supply conference of the Ministry of Conmerce 
has completed ite advance distribution. Through this year's trade fair, 
industrial and processed materials, manufactured goods, agricultural sub- 
sidiary, local and special products needed by our city have been purchased. 
There have been exchangee of goods and materials between various regions 
which, in curn, adjust the surpluses and shortages, resulting in a balance 
between the have's and have not's. The trade fair shows good prospects for 

an increasingly active economy in the first spring season of the 1980's. 


The overriding theme of the fair comprises the opening up of new channels 
for the circulation of goods, strengthening cooperation among regions, 
promoting lively flow of goods and materials, supporting the development of 
industrial and agricultural production, and improving arrangements for the 
daily life of the people. To promote trade, three types of coordination 
will be implemented; namely, the coordination between planned adjustment and 
the adjustment of the market, coordination between supplementary contracts 
and the exchange of goods and materials, and the coordination of spot trans- 
actions and contract (futures) sales. By implementing these, a single 
planned channel of distribution would be developed into many channels of 
distribution. Furthermore, because of the participation in the exchange ort 
goods and materials of the third level stations and the basic level stores, 
the retailers and wholesalers of goods could trade directly, making for au 
lively distribution of goods. for example, the Ministry of Commerce couid 
take the current trend of purchasing and marketing and the pattern of rela- 
tionship between production aul consumption ae a basis for deciding the 


distribution and suppiv of regional products iso, by using the survey 
conducted by the ministry as à guide, it cov 4d  eveiop plans for signing 
supplementary contracts with the second echvion stations. In che development 


of trade of third class goode and the agricultyral subsidiary, local and 
special products, the Ministry of Commerce could follow the objective laws 

of economics and of value. Under such conditions, the purchasing and 

marketing of goods would be done through negotiation, the contradictions 

between supply anc demand would be eliminated and any flaw in the planning 
would be corrected. In this way the distribution of goods by the Ministry 

of Commerce could be carried cut according to plan, with assurance and 
necessary adjustment to deal with the unique characteristics of the third 

class goods, which are enormously numerous in variety, sporadic in distribution, 
and which have an everchanging relationship between supply anc demand. 


Strengthening the cooperation and mutuai support between the regions to 
establish for our city a harmonious relationship between suppliers of raw 

and processed materials is a new feature of the trade fair of this year. 
Representatives from those regions suppivying industrial materials were 
expressly inv ted to Tianjin by the fair to discuss the questions of econvumic 
and technological collaboration, to aggressively address the problem of slwurt 
supply of raw and processed materials encountered by the industries and 

to confer on how to establish consultative arrangements for future dealings, 
in order to develop fully the effect of lively distribution in the process 

of reproduction. 
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DOMESTIC TRADE 


OPENING UP CHANNELS FOR COMMODITY EXCHANGE DISCUSSED 
Tianjin TIANJIN RIBAO in Chinese 11 Mar 80 p 1 


[Article by TIANJIN RIBAO commentator: "The Need for Enlivening Trade 
Activities") 


[Text] Today, there is great demand for consumer goods, on the one hand, 
while there is much inventory surplus in commercial and industrial commodities 
on the other. it happens often that certain goods are in short supply in 
one place while they are over-stocked in another, thus creating contradic- 
tions between industry and business as well as between production and 
consumption. This is a serious problem in the development of the economy. 
How does this strange phenomenon occur? Besides production, one important 
reason for the occurrence of this phenomenon is the sluggishness of the 
channels for the exchange of goods. Holding a trade fair is one of the 
important ways to develop an integrated system which utilizes both, planned 
adjustments and the natural adjustments inherent in a market economy. It 
is also an effective measure to open the channels for making trade lively. 


With the adjustment of the national economy and the reform in the economic 
system, the percentage of industrial and agricultural units in local areas 

ich exceed their production has increased, industries themselves have 
begun to seli factory seconds rejected by various businesses, and the restric- 
tions on third class goods and resources have been gradually lifted. If 
the present unitary system for planning and management continues to be used 
it will create a discrepancy among production, supply, and consumption, 
which will render it impossible to obtain a balanced economy. Therefore, 
it is necessary that the market open new channels for the exchange of 
many kinds of commodities; and, while adopting a system of a planned adjust- 
ment, the effectiveness of market adjustment should be fully developed. 
A trade fair offers the following features of flexibility: it can systematically 
supplement the supply of first and second class commodities according to plans 
f distribution iaid out by the departments in charge; it can organize the 
flow of third class commodities according to the laws of economics; it can 
oromote, through negotiation, the purchase and sale of agricultural subsidiary, 
local and special products; it can regulate situations of oversupply and 
shortages among regions, thus striking a balance between the have's and 
have not's; and it can provide the necessary conditions for achieving an 
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equilibrium among production, supply, and consumption. The exchange of 
commodities plays an important role in the expansion of production, When 

there is no production, there will be no exchange of goods, and when the 
channels for the exchange of goods are clogged up, production will suffocate. 
Therefore, it is inperative that, while dredging the already existing channels, 
new subsidiary channels must be opened to enliven the market and the flow of 
goods and resources. 


How can the exchange of goods and resources be made lively? Past and present 
experience show clearly that it is necessary to establish a comprehensive 
national plan, to develop fully the functioning of the old industrial bases, 
and to handle correctly the relationship between the local and central 
authorities and among regions. Area shortages should be solved and their 
needs met. The exchange of commodities should be carried out in this fashion 
when the supply is ample, and even more so when the supply is tight. 


When we supply local areas with manufactured goods, the local areas will in 
return provide us the raw materials we need. Our city has a great productive 
potential, but that potential has not been developed because of the limited 
supply of raw materials. If we vigorously support the local areas with 
industrial goods and receive in return their support in raw materials, 
shouldn't we be able to develop production much faster? 


The red tape and restrictions from all echelons in the managemenc of commercial 
goods must be done away with. Only in this way can we develop direct contacts 
between the sectors of production and consumption, between various regions, 

and between wholesalers and retailers. For the duration of the trade fair, 
whenever goods from the second echelon stations are not available, the needs 

of the third and basic echelon stations would be met directly. This way of 
operation eliminates the problems of having too many links in the exchange 

of goods, the sluggishness of channels, the broad scope of control and the 
rigidity of management. Under such conditions, there will be a lively 
exchange of goods and resources. 


The exchange of commodities must be organized acco? to the laws of 
economics, and the exchange of goods and resources not be restricted 
by the division of regions. It must follow the tren. . practical demand-- 


shipping the commodities to wherever there is demand. For those regions 
whose past relationship of supply and demand was severed because of adminis- 
trative divisions, initiative must be taken to solicit their opiniones, to 
understanc their needs, to adjust conditions of oversupply and shortages, 

to organize their supply systems, to restore and further develop their 
relationship, and to establish definite collaboration among them. In this 
way the sale of goods will be expanded. 


Furthermore, the patterns of exchange should be varied and flexible. By 
making them flexible, the selection and purchase of goods can de carried out 
Systematically and there will be horizontal trading between the <« .i..3, 

not only making it possible to market goods in stock but also to p: ‘chase 
the raw and processed materials needed by our city. By making the patterns 
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of exchange flexible, manufactured goods could be supplied according to the 
automatic pricing by the market itself, and sales and purchases of third 
clase agricultural subsidiary, local, and special products could be accomplished 
through negotiation. In regard to those regions that are suppliers of raw 
materials, economic and technological exchanges must be discussed, joint 
enterprises developed, and a definite correlation between production and 
consumption established. As for the regions of production, there should be 
developed a system of purchase and sale through agents. When commodities 
are pruchased and marketed through negotiation, their prices must be 
determined within the range set by the departments concerned and should be 
allowed to rise or drop according to the conditions of supply and demand-- 
when the demand of a certain commodity is high, its price is high, and , 
when its demand is low, its price is low. Indeed, there are many questions 
to be looked into before the exchange of goods and resources dan be made 
lively. We must draw conclusions from our past experiences, explore new 
methods and open new channels. 


Our city's 1980 Spring Trade Fair is currently held in the first spring season 
of the 1980's. It plays an important role in the exchange of goods, in 
opening up the channels, in strengthening the cooperation among regions, 

in making the market lively, in the development of production, and in 
improving arrangements for the daily life of the people. We wish the 

fair great success in bringing about much "liveliness" in the flow of goods 
und in the market. 
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DOMESTIC TRADE 


TIANJIN DOMESTIC TRADE FAIR MOVES 390 MILLION YUAN IN GOODS 
Tianjin TIANJIN RIBAO in Chinese 19 Mar 80 p | 


Article by Yin Shaoxian [1438 4801 0341]: "Tianjin's Spring Commodity Trade 
air Goes Well"7 


fText/ Tianjin's 11- ney Sarins 1980 Commodity Trade Fair closed on 18 March. 
uring the meet, over 9 respresentatives from the first, second and third 
level wholesale stations in the commercial, medicinal and supply and market- 
ing systems and from the basic-level commercial stores and the supply and 
marketing departments of the second light and second machine building 
industrial systems in 29 provinces, municipalities and autonomous regions 
broke out of the fetters of administrative levels in commodity operations 

and adopted lively and variform ways of trading. They acted on their own 
initiative to strengthen cooperation between regions and actively organized 
the circulation of commodities. Total trade reached over 390 million yuan. 


The first characteristic reflected in this trade fair was that commodity 
circulation was expanded by increasing the number of channels and reducing 
the number of linkages. Because producers and sellers, different regions 
and wholesale and retail met face to face, things which were needed by the 
tertiary stations anc their basic-level commercial stores but which were 
not in storage or on order at the secondary station level were supplied 
directly by the primary stations. This allowed commodities to circulate 
more freely. Over 10,000 varieties of commodities were sold by Tianjin 
alone during the trade fair, with a total trade value in excess of 200 
million yuan, 


A second characteristic of the trade fair was that industry and commerce 
were combined closely and they worked together with one mind to resolve 
contradictions of supply and demand. The relevant units of six 
trade houses invited representatives of industrial departments to attend 
the commodity fair. At the same time they organized representatives of 
marketing departments from various regions to go to some of Tianjin's 
factories to visit and have informal chats. This linked togecher the 
situations in production and marketing. Last year the Tianjin Experimental 
Paper Processing Plant successfully trial produced a black-lined blueprint 
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paper which has a higher line density and greater clarity than a blueprint 
with blue lines. But in the past, because the marketing departments did 
not know about it, its sales were quite ordinary. At the fair, Tianjin's 
industrial and commercial departments jointly invited representatives from 
marketing departments of over 20 provinces, municipalities and autonomous 
regions to go to the plant to inspect its production techniques. The 
representatives unanimously opined that this product has high quality and 
good usefulness. Representatives of eight localities inc’uding Xian and 
and Handan ordered 5,000 rolls on the spot. 


The third characteristic of the trade fair is that wholesalers and retailers 
came face to face, enlivening the circulation of commodities. According to 
preliminary figures, the amount of commodities directly selected and pur- 
chased at the fair by tertiary stations and basic-level commercial stores 
from the various localities was one-third the total of third category 
commodities traded by the secondary stations. This became a force promoting 
the enlivening of commodity circulation. For instance, last year, at the 
Yantai Supply Meeting, the secondary stations stocked up very little with 
door handle locks produced in our municipality. At the recent trade fair, 
the tertiary stations, upon seeing this item brought it up with the secondary 
Stations: “If you do not order this good, we will order it ourselves.” 

This got the secondary stations to order it. In the past the wholesale 
departments only ordered 200 or 300 meat grinders for home use at one time. 
This time, because the basic-level commercial stores demanded the item one 
after another, the wholesale departments got moving and ordered 2,000 
grinders at one time. 


A fourth characteristic of the trade fair is that different regions on their 
own established cooperative relationships and actively organized raw mater- 
ials for industry. At the same time that they were doing a good job with 
commodity circulation, Tianjin's commercial, supply and marketing coopera- 
tive and medicine departments acted on their own to restore and establish 
cooperative relationships with raw materials producing areas, making organ- 
izational arrangements to bring in raw materials with a value in excess of 
6 million yuan. These materials include rosin, turpentine, raw rubber, 
carbon steel, quanchong {whole worm: 0356 57227, pearls, silver flower and 
date kernels for Tianjin s industrial departments such as printing and 
dyeing, chemicals, rubber, paper, pharmaceuticals and everyday chemicals. 
They have taken care of some urgent needs in industrial production and 
expanded the production of critically lacking commodities. 
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DOMESTIC TRADE 


BRIEFS 


LIAONING COMMERCIAL WORK--At a recent meeting of directors of supply and 
marketing cooperatives of Liaoning, measures were mapped out to enliven 
the markets and to promote commercial work in the province. These 
measures include the expanded inflow of commodities between various 
places, direct contacts between manufacturers and consumers, establish- 
ment of more trade centers, and improvement of commercial management. 
Supply and marketing cooperatives were also requested to run small fac- 
tories, such as food processing plants and garment factories, so as to 
expand their activities. [Shenyang Liaoning Provincial Service in 
Mandarin 1100 GMT 1 Apr 80 SK] 
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FOREIGN TRADE 


TIANJIN CONFERENCE COMMENDS THOSE WHO PROMOTE FOREIGN TRADE 
Tianjin TIANJIN RIBAO in Chinese 20 Mar 80 p | 


(Ersicle by Liu Znaoan (049) 3564 1344): "Promote Continued Great Development 
n Foreton Trade"7 


Text] Yesterday afternoon, in the Tianjin Municipal Sports Hall, the 
icipal Foretqn Trade Bur@au convened a mass commendation and mobilization 

meeting on er a and practicing economy in the foretan trade 

system. Municipal CCP Secretary Comrade Zhang Huaisan (1728 3232 

attended. Also in attendance were important responsible comrades from the 

Municipal CCP ‘inance Political Bureau, the Municipal Financial Commission 

and the Municipa! leoert and Export Management Committee. Comrade Guo 

Yimin (6753 4135 3046), Chief of the Foreign Trade Bureau, made a report 

on mobilization to increase production and practice economy. 





Since last year, the —*8 trade system has conscientiously carried out 
the spirit of tne Party's Third Plenum ang actively developed foreign trade 
in order to provide conditions for — a great development in foretaqn 
trade. Tianjin's exports and port exports increased by 36 percent and 42 
percent respect‘vely compared to 978. This brought to an end the decade 
of stagnant wavering in Tianjin's foreign trade. The meeting commended 23 
sdvance? units, 11) advanced collectives and 311 advanced individuals in 
the foreign trade system who made exceptional contributions last year in 
bringing about a great development in foreign trade. 


The meeting demanded that this year's foreign trade exports must continue 
to develop at great speed. At the same time it raise’ in accordance with 
this this year's plan targets for increasing production and ren 
economy in foreign trade: Tianjin's exports will increase by over | 
million U.S. dollars over last year; port exports will increase by 280 
nillton U.S. dollers. In order to bring about these objectives of struggle, 
the — proposed some concrete measures, the main one being to persevere 
unswerving { in ~ good job of assisting and promoting industrial and 
soricultural productton, and striving tu expand the sources of marketable 
sxport goods. The meeting proposed that the various foreign trade units 
oust activel) combine with the relevant departments to do a good job of 
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running fac-ortes and shops specialized in industrial goods for export and 
agricultural and sideline production bases for export. The number of 
factories and enterprises which are striving to carry out the Municipal 
CCP's requirements for the municipality's production of export goods has 
— 1,000, and the number of export goods has reached the target of 

J J 


The meeting called upon the leaders at a)] levels in foreign trade and on 
a)) cadres, staff and workers to conscientiously study the documents of the 
CCP's Fifth Plenum and make the spirit of that plenum into a powerful motive 
force promoting our work in al! yp * They should strengthen and improve 
the Party's leadership and seriously change leaders’ work style. In 
particular, the rs and assistant managers of the foreign trade corpo- 
rations must use their main efforts in grasping the business of foreign 
trade, They must adopt a high revolutionary progressive spirit to study 
tenaciously and assiduously and get a handle on professtfonal knowledge in 
foreign trade, and become experts in foreign trade so as to keep up with 


the demands of the four modernizations and the great development in foreign 
trade. 
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TIANJIN TRADE GATHERING READIED 
Tianjin TIANJIN RIBAO in Chinese 22 Mar 80 p | 


Gomis by Wang Xiangsnheng [3769 4382 3932): “Preparations Complete on 
fanjin Import and Export ity Confab” 


(Text/ Preparatory work has been completed on Tianjin Municipality's first 
mport anc export commodity confab, held by Tianjin Municipality's Foreign 
Trade General Corporation. The meeting will open formally on the 25th of 
this month in the Tiansin Export Commodity Exhibition Hall. Approximately 
900 foreign vistors from 29 countries and districts have accepted invite- 
tions to attend Some have already arrived in Tianjin. 





At the confab, the specialized import and export branch companies of the 
Tianjin Municipal Foreion Trade General Corporation will join with the suit- 
able industria) departments to form 12 commodity trade teams to hold talks 
with the foreign visitors on matters such as the business of importing and 
exporting commodities, processing imported materials and compensatory trade. 
Commercial inspection, banking and insurance departments, the Tianjin 
Municipal International Trust Investment Company, the Foreign Economic 
Technology Service Corporation and the Advertising Company will send repre- 
sentatives to talk over business matters or supply services. 


in order to do @ good job of convening this confab, the industrial departments 
of our @unicipality have actively coordinated with foreign trade departments 
to provide on time export commodity lists and samples and exhibits. Some of 
these are new product varieties presented to foreign businessmen for the first 
time. Units serving the confab, including those in travel, commerce, service, 
post and telecommunications, culture, public facilities, weather and printing, 
have cooperated closely, overcome difficulties and actively coordinated with 
the foreign trade departments. They have already done the work for 

reception service. 
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FOREIGN TRADE 


CHINESE PRODUCTS SAID TO NEED INTERNATIONAL EXPOSURE 
Shanghai JIEFANG RIBAO in Chinese 18 Mar 80 p 2 


[Article by Liu Wenhua (069) 2429 5478) and Zhang Zhongfang (1728 0022 2455): 
“There Are Advantages to Our Products Getting International Inepection-- 
interview With Two Engineere From the Hong Kong Talke") 


(Text) China's traditional exports, such ae handicrafts, textiles and other 
related products, are well known and universally acclaimed abroad. They 

are very competitive in the international market and are our “fist products" 
for breaking into the international market. However, people are not 80 con- 
fident that domestic electronic products still in the “basket,” such as 
radio-recorder/players, can “fight their way" into the international market. 
Recently, some Japanese companies have been advertising domestic electric 
products on Nanking Road in Shanghai, and people can't admire them enough. 

At juet thie time, engineers and workers of Shanghai Radio Plant Number Two 
have intensified research and development of a domestically produced radio- 
recorder/player, and early produced domestically an am/fm radio-recorder/player 
and confidently signed an export contract with the Chunlei [2504 7191) Company 
Led., of Hong Kong. Recently, in the process of producing the firet batch 

of goods, they directly solicited customer opinion on the product quality. 


Now, Comrades Gao Naikang [7559 6621 1660) and Wang Gongzing [3769 1872 58687) 
engineers from Shanghai Radio Plant Number Two have just returned from Hong 


Kong after negotiating the exports with the Chunlei Company Ltd., so we 
specially interviewed them about this. 


The two engineers told us that after the Model 785 radio-recorder/player 
which we manufacture reached Hong Kong it was welcomed by Chunlei. They 
hoped that « greater number could be delivered and that they could be 
delivered sooner. In the past, the circuitry design of Chinese manufactured 
radios has been precise and very sensitive, but with few varieties. Now 
for the firet time, the am/fm radio-recorder/playere that have come on the 
market make up for this deficiency. Because we lacked «a real underetanding 
of broadcasting trends internationally, we did not pay enough attention to 
such things ae anti-interference capabilities. Now after consulting the 
reasonable suggestions of foreign merchants, we have made some changes so 
that our producte have greatly improved. 











Gao Naikang sad, “To let products ‘fight it out’ on the basis of testing 

is basically a good method, Because when people get things they come to 
conclusions about the producte and thie makes us thoroughly understand the 
good and bad things about the producte, and there are concrete goals for 
catching up with and surpassing international advanced levels." This is 

the firet time chat the engineer has had direct contacts with foreign merchants, 
and although the time was short he got a lot out of it. With profound under- 
atanding he said, “If we do not make inquiries, we will not know what to 
expect. If we go out ani understand the ins and the oute we will increase 
our confience in earning a reputation for our country. The struggle go.) 

we now propose is to improve the quality of our products and create Chinese 
famous brand products by all means possible. Through ‘fighting it out’ and 
letting our products come into direct contact with traders and making the 
shortcomings we know about »ecome the focal point of our technological attack, 
will greatly increase our confidence in catching up. Of course, our trip to 
listen to customer opinion. wae only the first step. In the future we still 
have to listen to more sup gestions and criticiems from coneumers to make 

the products better meet che.r needs." 


Gao Naikang and Wang Gougxing said that to catch up with advanced international 
levels, we must change our guiding ideas in product design from the compre- 
hensive norms we have long emphasized to the practical standards emphasized 
internationally. Today, many nations when testing the quality of electronic 
products like the radio-recorder/player seiect several technical norms of 
practical value for testing such as ease of use, safety reliability and 
appearance for unusually thorough testing, but pass over generally noncrucial 
norms. The receiver portion of our radio-recorder/plavers was designed in 
line with traditional technical norms of the past and technical standards for 
testing are numerous, eo that frequently much time is wasted in these tests, 
while functional norms are overlooked, thus the consumer has more opinions 

on this aspect. 


Exports must take use into account and must be designed on the basis of the 
actual situation abroad. These two engineers said that the anti-interference 
capability of domestically producted radios is excellent when the radios cre 
ueed in China, but becomes a problem when used in the international market 
because electrical products are used rather widely in many areas abroad and 
electromagnetic interference is very severe. If we do not take this into 
account in the design, the product will not suit the needs of these areas. 

Of course, it is very important to study the psychology of foreign consumers 
and constantly change the style of the product. Gao Naikang said, “An 
important reason that the style of our products is backward is lack of fore- 
sight in developing the product. So beginning this year, we would ‘make one 
in actuality and make up another one in our heads,’ and when formulating this 
year's plans for new products, we should consider what next year's new 
products will be like. Otherwise, we will always be running after others 

and never catch up.’ The two engineers said we should very carefully study 
“use, go that we can make better products. For planners to be familiar 

with prices in the international market and for workers to understand doing 
business is very good for developing production. 
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POREIGN TRADE 


CAPITAL STEEL COMPANY BEGINS EXPORTS 
Beijing BEIJING RIBAO in Chinese 10 Mar 80 p 2 


[Article by Zhang Shutang [1728 2885 2768): ‘Small and Medium-sized Plents 
of Capital Steel Produce Steel for Export; First Order Earne $600,000 in 


Foreign Exchange" | 


(Text) In January the small and medium-sized plants of Capital Steel Company 
completed their mission for export rolled steel, and the first batch of 

2,000 tons of 25 manganese-silicon threaded reinforcing bare is already tied 
up awaiting shipment. Technical examiners inspected the steel and found that 
ic reached technical specifications in terms of chemical composition, finish 
and length, which satisfied the demands of the Hong Kong merchants. Accord- 
ing to provisions for high quality-high price agreed to earlier, each ton 

of etee) is priced at $320, which will earn the estate over $600,000 in foreign 
exchange. 





Thie is the Capital Steel Company's firet direct foreign order for a finished 
product, and the leadership of the small and medium-sized plants which accepted 
the rolling mission took it very seriously, resolving to make this first 
sally into the international market and establish a foothold there. After 
accepting the contract, they organized concerned personnel from the technical 
inspection section and production management office to consult the historical 
resources, analyze the rolling of thie kind of steel in the past, and 
combining it with quality demands of export materials, they reformulated the 
technical rules of operation and internal technological standards from control 
of billet elements, firing temperatures and rolling, right up to cutting 

and binding. Then these standards were printed and distributed to each 
production station in technical preparation for rolling the best export 
materials. 


In the rolling process, each part of the production process was controlled 
scrumpulously and precisely. The workers at the heating furnaces worked hard 
to heat the steel evenly. If there was the slightest change in temperature 
they corrected it, not leaving their posts for even 15 minutes in 8 hours. 
The steel rolling workers strictly controlled the rollers and the guide 
apparatus, guaranteeing that the surface of the steel would be smooth. 


97 








So that the length of the steel would meet export requirements, they spared 
no efforte to maintain careful cutting, and any piece which wae not of the 
right length wae pulled out and recut so that the bare were uniform and each 
wae ae long ae the Hong Kong merchants demanded. 
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FOREIGN TRADE 


BRIEFS 


FOREIGN TRADE PORTS--Beijing, 17 Apr--With the approval of the State 
Council, China has opened up eight ports along the Changjiang River for 
handling foreign trade: Zhangjiang, Nantong and Nanjing ports in Jiangsu; 
Wuhu port in Anhui; Jiujiang port in Jiangxi; Wuhan port in Hubei; 
Chenglingji port in Hunan, and Chongqingwugang port in Sichuan. Since 

the beginning of March, the departments concerned have started to handle 
foreign trade at these ports. In the past, allexport cargoes from 
provinces along the Changjiang River were either transported to sea ports 
for subsequent transfer or transported to Hong Kong by train. With 

these new river ports, exports can now be shipped directly to foreign 


countries. [0W171115 Beijing XINHUA Domestic Service in Chinese 0206 GMT 
1? Apr 80 OW) 


SHANGHAI EXHIBITION HALL--Shanghai, 20 Apr--Shanghai has newly opened an 
exhibition hall for displaying and marketing mechanical and electrical 
products. Since ite opening 1 month ago, the hall has received over 

13,000 domestic buyers and visitors and signed over 40 million yuan of 
contracts. It has also received over 2,600 foreign businessmen and 
government representatives from the United States, Japan, Canada, Sri Lanka 
and 31 other countries and regions and signed a number of trade contracts 
with them. Sponsored by the First Bureau of Mechanical and Electrical 
Industry, the exhibition hall displays various machine tools, light 
industrial machinery, petrochemical machinery, metallurgical and mining 
machinery, electric motors, electric wire and cable, switches, trans- 
formers, internal combustion engines and tractors, totaling over 700 pieces. 
The exhibition hall also handles orders for processing customers’ materials 
into mechanical and electrical products, manufacturing products according 
to customers’ specifications, joint ventures and others. [Beijing XINHUA 
Domestic Service in Chinese 0100 GMT 20 Apr 80 OW) 


EEL EXPORTS TO JAPAN--Shanghai, 28 Mar--Live eels, bred artificially in a 
lake in Shanghai, are now selling in Japan. The eels were raised at 
Jeifang People's Commune, Qingpu County, in an enclosure built with funds 
and equipment provided by Japan. The commune is paying the money back 

by exports of eels to Japan. The annual output of eels is expected to 
reach 80 or 100 tons. Eels that were fingerlings last May now weigh 
about 4 ounces each, the ideal size for export. [0W291351 Beijing XINHUA 
in English 0254 GMT 28 Mar 80 OW) 
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SHANGHAI MACHINERY FAIR=-Shanghai, April 3--A machinery and electrical 
appliances ‘air, the firet of ite kind held after liberation in Shanghai, 
ie attracting both businessmen from abroad and trading people from all 
parte of China, Orders have been made and contracts signed since it 
opened on March 7, The long-term fair occupies a floor space of 

3,200 square metres. Among 750 exhibits, which were contributed by the 
Shanghai branch of the China National Machinery Import and Export 
Corporation, are lathes, machinery for light and petrochemical industries, 
metallurgical and mining equipment, motors, power generators, wires and 
cables, ewitches, transformers, electrical elements, screws and nuts, 
engines and tractors, (OWO31155 Beijing XINHUA in English 0755 GMT 

3 Apr 80 OW) 


EXPORT TRADE FAIRS--Beijing, 7 Apr--Fifteen specialized export commodities 
faire were held in succession in Beijing, Shanghai, Guangzhou, Chengdu 

and other cities in the first quarter of this year. At the trade fairs 
were displayed bristle brushes, articles of daily use, cloth shoes, 
household electric appliances and building materials in addition to 
traditional items such as woolen sweaters, woolen blankets, silks, 

Chinese medicinal materials, garments and handicraft articles. A great 
many transactions were concluded at these specialized trade fairs between 
Chinese enterprises and foreign businessmen. [Text] (0W071335 Beijing 
XINHUA in English 1229 GMT 7 Apr 80 OW) 


CUSTOMS LAWS, REGULATIONS PUBLISHED--"'Customs Laws and Regulations" 

compiled by Shanghai Customs was published in the middle of last month and 
ie being sold to the masses at Shanghai Customs and customs offices on piers 
and in post offices, The book has four parts: 1, "Provisional Customs 

Law of the People's Republic of China (draft)"; 2, current methods of 
controlling passenger luggage and the postal items of individuals; 3, methods 
of taxing articles of individuals; 4, methods encouraged by Customs for use 
in private searches. At the end of the book is an appendix which gives a 
brief introduction to Customs procedures. "Customs Laws and Regulations" 
will help unite and the masses understand administrative regulations on 
passenger luggage and postal items and Customs procedures. “t will also 
help clarify the policy lines between normal import-export end illegal 


smuggling and private resale. [Text] [Shanghai JIEFANG RIBAO 
3 Mar 80 p 2) 8226 . — 
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1 TRMS CLAIM 


Two companies are 
claiming the exclusive 


right to run a Hongkong: 
Canton coach service 


The two are Inchcape Far 
Fast Lid and New North 
Point Motors Co 

Inchcape secured an 
“exclusive right” to operate 
the service in & join’ venture 
with the Tra tion Bu- 
reau of Gua province 
and another loca! ® 

But the New Nort 
Motors Co recently an 
novneed that the Canton 
Public Buses Co had agreed 
to @ joint venture with the 
firm to run the “first” bus 
route between Kowloon and 


Canton 
The m of New 
North Point, Mr Yuen Wai- 


biu, reportedly said his 

wil! a contrac: 

run the once the 

riment grants 
— 

This will cover coach serv- 
ces between Kowloon and 
Man Kam To 

He was also reporied as 
saying that the compe 
plans to start the service wit 
10 46-sea! coaches. eventual- 
ly boosting the Meet to 50 

lt w understoad that the 
— — entitled to $5 per 
cent of 


Mr Ng was not availebic 
for comment yesterday 


RIGHT 


' Ht NW MORNIT NG PO 7 


TO CANTON BUS 


Engl ish 


Bui Inchcape Fer East 
Led said it had « been 

nted exclusive to 
t —* by the Gua 

incial government, w 
—82 been notified of 
the controversy 


“exclusive rights to this 
as hee hemes Os 
wrt 

Gua : 


END 
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SERVICE 


}? 10) 


Askeo whether a licence 
would be granted to the 
es. the spokeamen 
“ 


“There p * no 
rance itres 
ey Kam To, but the 


application will be considered 
in the light of experience to 
be gained in the operations of 


a regular coach service which 
is to start (his August 
“The lar service @ & 
pu mt ven- 
—8 et ny Chinese Avu- 
thorities and « private compa. 
ny in Hongkong ” 


The spokeman was obv:- 
ously —73 to the joint 
venture of w Sasheahe 
@ partner 

It ® understood that the 


granting of any ights for the 
— service degonte a lot on 
ne 











SELECTIVE LIST OF JPRS SERLAL REPORTS 


CHINA SERIAL REPORTS 





CHINA REPORT: Agriculture 
CHINA REPORT: Economic Affairs 
CHINA REPORT: Plant and Inetallation Data 
CHINA REPORT: Political, Sociological and Military Affairs 
CHINA REPORT: RED FLAG* 
CHINA REPORT: Science and Technology 
WORLDWIDE SERIAL REPORTS 
WORLDWIDE REPORT: Environmental Quality 
WORLDWIDE REPOK Kpidemtology 
WORLDWIDE REPORT: Law of the Sea 
WORLDWIDE REPORT: Nuclear Development and Proliferation 
WORLDWIDE REPORT: Telecommunications Policy, Research and Development 


*Cover-to-cover 
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